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PAaiea 
INTRODUCTORY. 


In considering Nova Scotia’s relationship to the Dominion as a 
whole, it is important to bear in mind that of all the Provinces of Canada 
Nova Scotia has the oldest civilization and the longest existence as a 
political unit. For more than one hundred years before Confederation 
Nova Scotia had an Assembly of its own. For over a century and a 
half prior to 1867 this Province was a distinct community under the 
British Crown. It is not a matter for wonderment, therefore, that the 
traditions and the loyalties engendered in this long period of separate 
existence should create in this Province a distinct consciousness and 
sense of independence. These sentiments have never been wholly 
superseded by the larger idea of Confederation. Nova Scotians, to 
a larger extent, perhaps, than the people of most of the other Provinces, 
cherish a double loyalty—apart, of course, from their undoubted loyalty 
to the Throne and Empire—a loyalty to their own Province and a loyalty 
to the Dominion as a whole. 


That there is ground and justification for this double loyalty is 
abundantly clear from a consideration of the position of the Province 
as a member of Confederation. Nova Scotia did not cease to be a 
separate political entity when it became a Province of the Dominion. 
It retained certain powers and it gave up certain rights, but it never 
lost its political identity. Nor, indeed, was it ever intended that any 
of the Provinces should lose their political existence... As was pointed 
out by the Privy Council in Liquidators of the American Bank of Canada 
vs. Receiver General of New Brunswick, 1892, Appeal Cases, page 437— 
the federation of Provinces did not effect the extinction of provincial 
autonomy. Rather as the Privy Council said— 


“The object of the Act was neither to weld the provinces into one 
nor to subordinate provincial governments to a central authority, but 
to create a federal government in which they should all be represented, 
entrusted with the exclusive administration of affairs in which they had 
a common interest, each province retaining its independence and auto- 
nomy.” 
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The same idea has been expressed in non-legal but glowing language 
s ae f bf os x 
by Lord Brvce in his great work ‘“The American Commonwealth’’— 


“The central or national government. and the State governments 
may be compared to a large building and a set of smaller buildings 
standing on the same ground, yet distinct from each other. It is a 
combination sometimes seen where a great church has been erected 
over more ancient homes of worship. First the soil is covered by a 
number of small shrines and chapels, built at different times and in 
different stvles of architecture, each complete in itself. Then over 
them and including them all in its spacious fabric there is reared a new 
pile with its own loftier roof, its own walls, which may perhaps rest on 
and incorporate the walls of the older shrines, its own internal plan. 
The identity of the earlier buildings has however not been obliterated; 
and if the later and larger structure were to disappear, a little repair 
would enable them to keep out wind and-weather, and be again what 
they once were, distinct and separate entities.”’ 


The phase of Federalism referred to in the extracts just quoted is, 
we believe, one that has constantly to be kept in mind in any investigation 
of problems arising out of the relation between a Federal Government 
and the governments of states or provinces. These problems can be 
successfully solved when, and only when, the central government has 
regard to the principle that its policies should maintain the identity 
of the component parts of the federation. Indeed, as was said in the 
introductory statement before the Jones Commission in 1934— 


“A federation defeats its primary purpose if, through its constitu- 
tional arrangements or by policies instituted by the national govern- 
ment, it accomplishes the debilitation of one or more of the political 
communities of which it is composed.” 


It is not without significance that the first important discussion 
of the federation of the British North Americas in any colonial legislature 
was held in the Nova Scotia Assembly in the Session of 1854 upon a 
motion made by the Honourable James W. Johnstone, then Leader 
of the Opposition. Sixteen years earlier in this very Chamber Mr. 
Johnstone, then a Member of the Legislative Council of this Province, 
on his return from a conference with Lord Durham at Quebec, had 
advocated Canadian Union. In Mr. Johnstone’s resolution of 1854 
it was declared ‘‘that the union or confederation of the British Provinces 
on just principles, while calculated to perpetuate their connection with 
the parent state, will promote their advancement and prosperity, in- 
crease their strength and influence, and elevate their position’, and it 
went on to request the. Lieutenant Governor to communicate with the 
governments of the other Provinces and with the Imperial Government 
respecting the proposal. On the following day, Howe, then a member 
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of the Nova Scotia Government, spoke to the resolution, declaring that 
it opened up ‘the broadest field, the noblest subject ever presented 
to the consideration of this Legislature’ and that “‘North America must 
ere long claim consolidation into the realm of England.” It is common 
knowledge that from this time onwards until Confederation was ac- 
complished, the question of union in some form was discussed in all the 
Provinces. Maritime Union, Legislative Union, Federal Union—all 
these were made the topics of public and private discussion. 


It is useless to deny that many Nova Scotians in the years im- 
mediately prior to 1867 felt that, unless the terms of union were carefully 
drawn, the result might be disadvantageous to this Province. Thus, 
in 1861, the Nova Scotia House of Assembly adopted without debate a 
resolution which declared that, while many advantages might be secured 
by a union of the North American Provinces or of the Maritime Provinces, 
there were many and serious obstacles to such a union, which could 
only be overcome by mutual consultation of the leading men of the 
colonies and by free communication with the Imperial Government. 
It should be noted, however, that in the Debates in the Legislature, 
in newspaper and other discussions, in the petitions presented to the 
Legislature of Nova Scotia and to the British House of Commons by 
citizens of this Province, the objections that were taken were not to 
the principle of confederation, but rather to the terms on which it was 
to be accomplished and to the refusal to submit the question to the 
opinion of the people at an election. Unfortunately, the fears of many 
Nova Scotians as to the economic effects of Confederation proved to be 
true. It was pointed out by the Government of Nova Scotia within| 
a year alter the passing of the British North America Act that the terms) 
of Confederation bore heavily on this Province, that the new Federal 
tariff was considerably higher than that to which Nova Scotians were 
accustomed, that the commercial life of the Province was prejudicially 
affected, that the financial grants to Nova Scotia from the Federal | 
Government were inadequate, and a delegation from Nova Scotia went) 
to London in 1868 to seek repeal of the British North America Act 
in its application to this Province. A resolution to this effect was moved 
in the House by John Bright, M. P., but it was defeated. Nevertheless, 
the Secrétary of State for the Colonies, the Duke of Buckingham and 
Chandos, in the same year, addressed a letter to the Governor General 
of Canada, pointing out that Her Majesty’s Government was confident 
that the Parliament of the Dominion would relax or modify any arrange- 
ments on the subjects of taxation, the regulation of trade, and the fisheries, 
which might prejudice the peculiar interests of Nova Scotia and the 
Maritime portion of the Dominion. Within a year some slight improve- 
ment from Nova Scotia’s viewpoint had been made in the financial 
relations with the Dominion by means of a special subsidy for a period 
of ten years and a revision of the debt settlement between the Dominion 
and the Provinces. It may be taken as unfortunate that the negotia- 
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tions of 1869 for better terms dealt only with financial arrangements 
and failed to consider such important matters as the effect of the Canadian 
tariff and the position of the Nova Scotia fisheries. The arrangement 
of 1869, undoubtedly, created in certain minds a feeling that complaints 
from the Provinces could always be mollified by increased money grants. 
The endeavour will be made later on in this submission to show that 
money grants are not at all a substitute for impaired economic conditions, 
and that while additional subsidies or other forms of monetary assis- 
tance may help a government to improve its own financial position, 
they leave untouched the underlying question of the economic welfare 
of the people of the Province. 


Nova Scotians objected strenuously, not so much to the fact or to 
the principle of Confederation as to the terms of the British North 
America Act, and the results of seventy years have shown, we believe, 
that their objections were justified. It is not yet too late to have the 
arrangements made at Confederation modified under the light of the 
experience of seventy years. For our part, we desire now, as we have 
always desired, to play our full part in the development of Canada and 
of the British Commonwealth of Nations and in.strengthening the bonds 
between this Dominion and the rest of the Empire. We are eager to 
see a happy Dominion, but we believe in the words of the Premier of 
Quebec at the Dominion Provincial Conference of 1927 that ‘“‘to have 
a happy and prosperous Canada there must be happy and _ prosperous 
provinces. 


In the representations which we shall make to this Commission 
we shall endeavour to bear in mind our responsibilities both to Nova 
Scotia and to Canada, and we shall endeavour to base our suggestions 
upon principles of reason and fairness to ourselves, to other provinces 
and to the Dominion as a whole. 


We trust that, as a result of the conclusions to which you shall 
come on the facts disclosed by your investigations, the relations between 
the Provinces and the Dominion will be more closely harmonized, and 
that not only may the interests of all the component parts of our Federal 
system be conserved and brought into proper balance with national 
needs and the promotion of national unity, but that the results of your 
labours will, in the words of the minute of the Privy Council authorizing 
your appointment, “best effect a balanced relationship between the 
financial powers and the obligations and functions of each governing 
body, and conduce to a more efficient, independent and economical 
discharge of governmental responsibilities in Canada.” 


As to the method of presenting our submission we have felt it better 

to give at first a general outline of our case. We shall suggest, first 
ees . 2 : . . . . . 2 
certain constitutional changes, some of which we think are immediately 
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necessary, and some of which may be left for later consideration, We 
shall then suggest certain changes in the financial relationship between 
the Dominion and this Province. 


The constitutional amendments which we think should be recom- 
mended by this Commission are the following :— 


i. An amendment to the British North America Act giving to 
the Canadian Parliament and to the Provincial Legislatures the power 
to amend, by joint action, the British North America Act. We feel 
that the details of the method of amendment should be agreed upon 
at a Dominion-Provincial Conference summoned for that purpose. 


29. An amendment providing for the transfer by the Dominion 
to the Provinces of a matter or subject otherwise within exclusive Dom- 
inion jurisdiction, and vice versa. 


3. An amendment providing for the establishment of a Federal 
Grants Commission, modelled somewhat along the lines of the Common- 
wealth Grants Commission in Australia, to consider and report upon 
applications from the Provinces for special grants or subsidies. 


4. An amendment giving the’ Dominion Parliament exclusive 
jurisdiction over the subject of marketing. 


5. An amendment which would remove any doubt as to the power 
of the Provinces to impose certain taxes now collected by them, and par- 
taking of the nature of sales tax, e. g., the gasoline tax. 


6. An amendment giving to the Dominion full financial respon- 
sibility for old age pensions and mothers’ allowances. 


7. An amendment, if an amendment is necessary, (otherwise, a 
recommendation to the Provinces and to the Dominion) providing for a 
conference to be held at a fixed time in each year between representatives 
of the Provinces and representatives of the Dominion. 


8. An amendment giving to the Dominion Parliament exclusive 
jurisdiction over the matters of unemployment insurance, employment 
service, maximum hours of labour, weekly rest, and allied matters. 
This recommendation is made on the condition that ample provision 
will be made for the full protection of local and particular interests, 
either by the appointment of Provincial Boards, or, at any rate, of 
regional Boards for, say, the Maritime Provinces. 


9. An amendment giving to the Dominion Parliament exclusive 
and effective jurisdiction to impose succession and death duties and 
income tax, if mutually satisfactory arrangements in this regard can 
be reached between the Provinces and the Dominion. ; 
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With regard to Dominion-Provincial financial relations we shall 
argue that the fiscal need of the Provinces should be, and, in fact, has 
been the dominant factor in determining the amount of Dominion sub- 
sidies during the past seventy years. 


We shall then trace the effect of the operation of certain Federal 
policies, notably trade and tariff policies and railway rates, upon the 
economic life of Nova Scotia. We shall endeavour to show that these 
policies have borne heavily upon us, and have lowered the taxable capacity 
of the Province. We shall contend that it should be the aim of the 
Federal Government to frame its policies so as to give equality of oppor- 
tunity to all people within the federation. Where this end -cannot be 
completely attained, the granting of a subsidy to the Provincial Govern- 
ment would seem to be the next best course, though we realize that 
subsidies will be inadequate compensation for the harmful effect of 


Federal policies. 


We shall compare our taxable capacity with that of other provinces 
and of the Dominion as a whole, and show that, judged by almost every 
test, our people are less able to pay taxes than the people of other parts 
of Canada. 


Finally, we shall point out what the fiscal need of Nova Scotia is 
today, our estimate being based on the constitutional changes suggested, 
and on the proper expansion of existing or imperative government 
services, notably in the fields of education, public health, social services, 
agriculture and fisheries. 
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CHAPTER | 


INTRODUCTORY 


Propositions Relating to Proposed Amendments of the 
British North America Act, 1867 


Purpose 


The purpose of this Part of the Submission of the Province of Nova 
Scotia is to propose amendments of the British North America Act, 
1867, in specific instances, a number of which will affect the distribution 
of powers between the Dominion and the Provinces; to indicate, in so 
far as is necessary for a clear understanding of the reason for and effect 
of such amendments, the existing situation as to jurisdiction to deal 
with the matters involved; and to treat of such other topics as are neces- 
sarily incidental to the foregoing. 


Introduction 


The Dominion of Canada was established by an Aet of the Imperial 
Parliament, the British North America Act, 1867. The circumstances 
leading up to the passing of the Act will not be dealt with here. 
To consider such circumstances; to examine pre- Confederation 
speeches and documents to try to discover the intentions of the 
Fathers and Authors of Confederation in respect of the matters now 
to be referred to; to inquire whether the intentions of the Fathers 
and Authors of Confederation were adequately expressed in the Act 
and whether the Sections of the Act have from time to time been truly 
interpreted by the members of the Privy Council; these are all of far 
more than mere historic interest. They are of importance e. g., to 
indicate the contrast between that which the members or particular 
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members of the Dominion expected from Confederation and that which 
they received; they are important and necessary to provide a background 
of understanding of the origins and omissions of the Act which it is 
necessary to amend; they are necessary to demonstrate that certain of 
the Provinces are not merely facing the natural consequences of an 
undertaking, the ramifications of which must be taken to have been 
present to the minds of all the parties thereto when they entered into it. 


For the purposes of these proposed amendments however, the 
situation as it exists in respect of the distribution of powers between 
Provinces and Dominion must be taken and the processes by which it 
was reached, except as they contribute to an understanding of the situa- 
tion itself or point out lessons for the future, may be disregarded. In 
other words, the situation has crystallized, and it is with the situation 
as it exists and not as it might have existed that we are concerned. 


The intention behind the British North America Act, 1867, was 


=a 


that there should be a General Government charged with matters of | 
common interest to the whole country, and Local Governments for | 


each of the Canadas, and for the Provinces of Nova Scotia and New | 


Brunswick, charged with the control of local matters in their respective 
sections, and general distribution of powers between the Dominion 
Parliament and the Provincial Legislatures was effected by Sections 
91 and 92 which are here set out in toto: 


“91. It shall be lawful for the Queen, by and with the 
Advice and Consent of the Senate and House of Commons, to 
make laws for the Peace, Order, and good Government of Canada 
in relation to all Matters not coming within the Classes of Sub- 
jects by this Act assigned exclusively to the Legislatures of the 
Provinces, and for greater Certainty, but not so as to restrict 
the Generality of the foregoing Terms of this Section, it is 
hereby declared that (notwithstanding anything in this Act) the 
exclusive Legislative Authority of the Parliament of Canada 
extends to all Matters coming within the Classes of Subjects 
next hereinafter enumerated; that is to say,— 


1. The Public Debt and Property. 


2. The Regulation of Trade and Commerce. 


ad 


The raising of Money by any Mode or System of taxation. 
4. The borrowing of Money on the Public Credit. 


5. Postal Service. 
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10 
The Census and Statistics. 
Militia, Military and Naval Service, and Defence. 


The fixing of and providing for the Salaries and Allowances 
of Civil and other Officers of the Government of Canada. 


Beacons, Buoys, Lighthouses, and Sable Island. 
Navigation and Shipping. 


Quarantine and the Establishment and Maintenance of 
Marine Hospitals. 


Seacoast and Inland Fisheries. 


Ferries between a Province and any British or Foreign 
Country or between Two Provinces. 


Currency and Coinage. 


Banking, Incorporation of Banks, and the Issue of Paper 
Money. 


Savings Banks. 

Weights and Measures. 

Bills of Exchange and Promissory Notes. 
Interest. 

Legal Tender. 

Bankruptcy and Insolvency. 

Patents of Invention and Discovery. 
Copyrights. 

Indians, and Lands reserved for the Indians. 
Naturalization and Aliens. 


Marriage and Divorce. 
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The Criminal Law, except the Constitution of Courts of 
Criminal Jurisdiction, but including the Procedure in 
Criminal Matters. 


The Establishment, Maintenance, and Management of 
Penitentiaries. 


Such Classes of Subjects as are expressly excepted in the 
Enumeration of the Classes of Subjects by this Act assign- 


ed exclusively to the Legislatures of the Provinces. 


And any matter coming within any of the Classes of Sub- 


jects enumerated in this Section shall not be deemed to come 
within the Class of Matters of a loeal or private Nature com- 
prised in the Enumeration of the Classes of Subjects by this Act 
assigned exclusively to the Legislatures of the Provinces. 


92. In each Province the Legislature may exclusively 


make Laws in relation to Matters coming within the Classes of 
Subjects next hereinafter enumerated; that is to say,— 


be 


Or 


The Amendment from Time to Time, notwithstanding 
anything in this Act, of the Constitution of the Province, 
except as regards the office of Lieutenant-Governor. 


Direct Taxation within the Province in order to the Rais- 
ing of a Revenue for Provincial Purposes. 


The borrowing of Money on the sole Credit of the Province. 


The Establishment and Tenure of Provincial Offices and 
the Appointment and Payment of Provincial Officers. 


The Management and Sale of the Public Lands belonging 
to the Province and of the Timber and Wood thereon. 


The Establishment, Maintenance, and Management of 
Public and Reformatory Prisons in and for the Province. 


The Establishment, Maintenance, and Management of 
Hospitals, Asylums, Charities, ard Eleemosynary Insti- 


tutions in and for the Province, other than Marine Hos- 
pitals. 


Municipal Institutions in the Province. 
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9. Shop, Saloon, Tavern, Auctioneer, and other Licenses 1n 
order to the raising of a Revenue for Provincial, Local, or 
Municipal Purposes. 


10. Local Werks and Undertakings other than such as are of 
the following Classes :— 


(a) Lines of Steam or other Ships, Railways, Canals, Tele- 
graphs, anct other Works and Undertakings connect- 
ing the Province with any other or others of the 
Provinces, or extending beyond the Limits of the 
Province; 


(b) Lines of Steam Ships between the Province and any 
British or Foreign Country; 


(c) Such Works as, although wholly situate within the 
Province, are before or after their Execution declared 
by the Parliament of Canada to be for the general 
Advantage of Canada or for the Advantage of Two or 
more of the Provinces. 


11. The Incorporation of Companies with Provincial Objects. 


12. The Solemnization of Marriage in the Province. 


3. Property and Civil Rights in the Province. 

14. The Administration of Justice in the Province, including 
the Constitution, Maintenance, and Organization of Pro- 
vincial Courts, both of Civil and of Criminal Jurisdiction, 
and including Procedure in Civil Matters in those Courts. 


15. The Imposition of Punishment by Fine, Penalty, or Im- 
prisonment for enforcing any Law of the Province made in 
relation to any Matter coming within any of the Classes 
of Subjects enumerated in this Section. 


16. Generally all Matters of a merely local or private Nature 
in the Province. 


Judicial interpretations upon these Sections are legion and it is not 
proposed to analyze them, although two of them at this stage warrant 
passing reference. The autonomy of the Provinces within the fields 
of legislation entrusted to them by Section 92 was early established in 
the case of Hodge vs. The Queen (1883) 9 Appeal Cases, page 117, when 
Sir Barnes Peacock, delivering the decision of the Privy Council, said at 
page 132: 
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‘When the British North America Act enacted that there 
should be a legislature for Ontario, and that its legislative as- 
sembly should have exclusive authority to make laws for the 
Province and for provincial purposes in relation to the matters 
enumerated in sect. 92, it conferred powers not in any sense to 
be exercised by delegation from or as agents of the Imperial 
Parliament, but authority as plenary and as ample within the 
limits prescribed by sect. 92 as the Imperial Parliament in the 
plenitude of its power possessed and could bestow. Within these 
limits of subjects and area the local legislature is supreme, and 
has the same authority as the Imperial Parliament, or the Par- 
liament of the Dominion, would have had under like circum- 
stances to confide to a Municipal institution or body of its own 
creation authority to make by-laws or resolutions as to subjects 
specified in the enactment, and with the object of carrying the 
enactment into operation and effect.”’ 


Principles to govern the construing of Sections 91 and 92 have from 
time to time been laid down. The following propositions were stated 
by Lord Tomlin, who delivered the judgment of the Privy Council in 
the case of Re Fisheries Act, 1914, reported in 1930, 1 Dominion Law 
Reports, page 194 at page 196: 


“1. The legislation of the Parliament of the Dominion, so 
long as it strictly relates to subjects of legislation expressly en- 
umerated in s. 91, is of paramount authority even though it 
trenches upon matters assigned to the provincial legislature by 
s. 92. 


(2) The general power of legislation conferred upon the 
Parliament of the Dominion by s. 91 of the Act in supplement 
of the power to legislate upon the subjects expressly enumer- 
ated must be strictly confined to such matters as are unques- 
tionably of national interest and importance, and must not 
trench on any of the subjects enumerated in s. 92 as within the 
scope of provincial legislation unless these matters have attain- 
ed such dimensions as to affect the body politic of the Domin- 
10n. 


(3) It is within the competence of the Dominion Parlia- 
ment to provide for matters which, though otherwise within the 
legislative competence of the provincial legislature, are neces- 
sarily incidental to effective legislation by the Parliament of the 


Dominion upon a subject of legislation expressly enumerated 
in s. 91. 
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(4) There can be a domain in which provincial and Do- 
minion legislation may overlap in which case neither legisla- 
tion will be ultra vires if the field is clear, but if the field is not 
clear and the two legislations meet the Dominion legislation 


must prevail.’’ 


These propositions were later cited by Lord Sankey in delivering 
the judgment of the Privy Council in the ‘‘Aeronautics Case’, Re Aerial 
Navigation, Attorney General, Canada vs. Attorney General, Ontario, et al, 
1932, 1 Dominion Law Reports, page 58 at page 66. The concluding 
words of the second proposition ‘‘unless these matters have attained such 
dimensions as to affect the body politic of the Dominion” should be read 
having in mind the ‘“‘Jocus classicus’’ of the Chief Justice of Canada upon 
this point of the law (so described by Lord Atkin in Attorney General, 
Canada vs. Attorney General, Ontario et al, Reference Re Weekly Rest im 
Industrial Undertakings Act, Minimum Wages Act and Limitation of 
Hours of Work Act, 1937, 1 Dominion Law Reports, page 673 at page 
683) which appears in 1936, 3 Dominion Law Reports, page 622 at page 
633, (Reference Re Natural Products Marketing Act) and the effect of 
which may be said to be that not all the matters enumerated in Section 
92 are capable of changing in aspect so as to come within the general words 
“for the Peace, Order, and good Government of Canada” in Section 91; 
that the standard of necessity required to be reached before one of such 
matters would so change in aspect is very very high; and that this stand- 
ard is not attained simply because the legislation in issue is for the gen- 
eral advantage of Canada, or is such that it will meet a mere want which 
is felt throughout Canada, or because it seems important to the Parlia- 
ment of Canada that the policy embodied in the legislation be made 
general throughout Canada. 


Propositions 


; It is submitted that amendments should be made to the British 
North America Act in the following respects: . 


1. ‘To give to the Dominion Parliament and the Provincial 
Legislatures the power to amend the British North America 
Act, 1867, according to a procedure to be determined by agree- 
ment between the Dominion and the Provinces. 

: 2. To provide for the reference or delegation of legisla- 
tive authority by the Provinces to the Dominion and vice versa. 


3. To provide for the establishment of a Federal Grants 
Commission to receive, consider and report upon applications 
from the Provinces for special grants of subsidies. 
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4. To give the Parliament of the Dominion exclusive juris- 
diction over the matter of marketing. 


5. To remove any question as to the jurisdiction of the 
Provinces to impose taxes collected by the Provinces partaking 
of the nature of sales tax. 


6. To provide for the Dominion to assume full financial re- 
sponsibility for old age pensions and mothers’ allowances. 


And it is further submitted 


7. That provision ought to be made, by way of amend- 
ment to the British North America Act or otherwise, for an- 
nual conferences to be held at a fixed time between representa- 
tives of the Provinces and representatives of the Dominion. 


And the Province of Nova Scotia is willing 


8. To concede to the transfer to the Parliament of the 
Dominion, subject to certain conditions, including ample pro- 
vision being made for the full protection of local and particular 
interests, exclusive jurisdiction over the matters of unemploy- 
ment insurance, employment service, maximum hours of labour, 
weekly rest, and allied matters. 


9. To concede to the vesting in the Parliament of the Do- 
minion of exclusive and effective jurisdiction to impose succes- 
sion and death duties and income tax if a mutually satisfactory 
arrangement to this effect can be reached between the Prov- 
inces and the Dominion. 


In an endeavour to give a concise but complete picture of the re- 
commendations of the Province of Nova Scotia as to amendments of 
the British North America Act, the foregoing Propositions have been 
set forth in relief and they require to be elaborated upon: Before pro- 
ceeding to this elaboration, it is deemed advisable to indicate a number 
of considerations that the foregoing enumeration evokes. 


In the first place it will be observed that no general sweeping amend- 
ment of the Act has been suggested. On the contrary the proposed 
amendments are restricted to specific instances where the need of amend- 
ment has made itself apparent. This has been done deliberately, for 
it has been felt that amendments ought to be made, not wholesale or 
precipitately, but in particular cases as the circumstances demonstrate 
them to be required. By such a policy each step taken provides guidance 
for the next following step, and unexpected and unwished for ramifica- 
tions of measures whose consequences were not clearly appreciated 
will to a large degree be avoided. 
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In the second place it will be observed that while three out of the 
nine Propositions relate to powers proposed to be transferred to the 
Dominion, with their attendant costs, the ninth Proposition is a proposal 
to transfer from the Province to the Dominion the levying, collecting 
and the beneficial use of succession and death duties and income tax. 
This concession is made from a realization that if the three proposais 
to transfer services to the Dominion are given effect to, they will involve 
an increase in Dominion expenditure and from a realization that in a 
number of respects the Dominion is able to administer such duties and 
tax more effectively, economically and uniformly throughout Canada 
than they can be administered by nine separate provincial authorities 
or, in the case of income tax, their municipal delegates. 


In the third place while the specific instances in which amendments 
are considered necessary or acceptable have been indicated, it is not 
considered to be within the scope of this Submission to indicate the 
exact nature of the amendments themselves. Those are matters to 
which care and attention of a particular nature will have to be given if 
and when the desirability of the amendments has been recognized. 


In the fourth place it is deemed desirable before going on to an 
elaboration of the matters of proposed amendment, to refer to one of 
the premises which underlie the whole of the Submission of this Province 
and which will be expounded in its various aspects in the following Part. 
It is that each Province is entitled, if its administration be economic, 
and its expenditures necessary and limited to subjects of provincial 
legislative competence and accepted governmental responsibility, to 
have at its disposal sufficient revenue, or the means of reasonably raising 
the same, to balance its budget in the absence of some extraordinary 
_and temporary circumstances. This postulation, be it understood, 

refers only to the functioning of the Provincial Government and has no 
relation to the right of the people, as distinguished from the Government, 
to the opportunity of maintaining the standard of living normal through- 
out Canada, which will also be dealt with, at a later stage of the Sub- 
mission. When it is taken into consideration that the residuum of the 
taxing power resides in the Dominion Parliament and in what measure 
the taxing power of the Provincial Legislatures has been restricted, 
whether by the provisions of the British North America Act, 1867, or 
the interpretations placed upon them by the Courts, the assumption 
of this premise will not, it is conceived, be deemed unreasonable. Wheth- 
er in the case of this Province the conditions of competent administration 
of subjects within provincial competence and accepted government 
functions have been fulfilled, it will be the purpose of another Part of 
this Submission to demonstrate but it may be permissible to refer briefly 
in this regard to the Report of the Royal Commission on Maritime Claims, 
commonly referred to as the ‘“‘Duncan Report’, at page 16, where the 
Commissioners said about the Maritime Provinces: 
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“We are satisfied that they do recognize that provinces 
are expected to supplement their revenues from sources of their 
own, and that their present financial position does not arise 
from any misconception such as that provinces should be free to 
spend as they like and to look to the Government to meet the 
bill. A review of their financial operations over a long period 
suggests frugal expenditure.” 


And, finally, it is suggested that if an agreement can be reached 
upon the foregoing Propositions, excluding the Proposition as to provid- 
ing a procedure for the amendment of the British North America Act 
in Canada, or upon the more pressing of these matters, then the matter 
of finding a satisfactory procedure for amendment of the Act in Canada 
could very well be postponed for the immediate future and for further 
consideration as to the nature of such procedure. 


We come now to the examination and elaboration individually of 
the Propositions for amendment of the British North America Act, 1867. 
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CHAPTER Z: 
PROPOSED AMENDMENTS. 


ELABORATION OF PROPOSITIONS 
First Proposition 


To give to the Dominion Parliament and the Provincial 
Legislatures the power to amend the British North America 
Act, 1867, according to a procedure to be determined by agree- 
ment between the Dominion and the Provinces. 


It is material in this regard to refer briefly to the development of 
Dominion status within the British Commonwealth of Nations. It 
is unnecessary, however, for the purposes of this Submission to trace 
such development step by step and it will suffice to refer to some aspects 
of the Dominion status as it was immediately following Confederation 
and as it is today. 


As far back as the date of Confederation the principle, early laid 
down, that no law enacted by a Colonial Legislature should be repugnant 
to the law of England had given way before the provision of the Colonial 
Laws Validity Act, passed by the Imperial Parliament in the year 1865, 
that ‘“‘Any colonial law which is or shall be in any respect repugnant 
to the provisions of any act of parliament extending to the colony to 
which such law may relate, or repugnant to any order or regulation 
made under authority of such act of parliament, or having in the colony 
the force and effect of such act, shall be read subject to such act, order, 
or regulation, and shall, to the extent of such repugnancy, but not other- 
wise, be and remain absolutely void and inoperative.’’ The words 
“colony’’ and “‘colonial law’’ were so defined in the Statute as to make 


them ample to embrace the Dominion of Canada, to which the Act 
therefore applied. 
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To regard the status of the Dominion from another aspect, it is to 
be noted that at the date of Confederation the part played by a colony, 
in respect of the actual negotiations for a treaty was restricted to the 
appointment of agents who were not to “assume any independent char- 
acter, or attempt to negotiate and conclude arrangements with the gov- 
ernments of foreign countries,’ but who would “only... .. ..be authorized 
to confer with the British Minister in each foreign country, and to af- 
ford him information with respect to the interests of the British North 
American Provinces.’”’ (See Dewey: The Dominions and Diplomacy, 
Vol. 1, page 154.) The development in intra-Empire status of Can- 
ada that has taken place since that date does not depend, in the aspect 
which we are now examining, upon any provision of the British North 
America Act, but upon changing constitutional usage and convention. 
The extent to which such development has gone is indicated by cur- 
rent treaty making procedure under which a treaty between Canada 
and a foreign nation may be negotiated and signed on behalf of Canada 
by Canadian Ministers appointed by His Majesty on the advice of the 
Canadian Government, and subsequently ratified by His Majesty upon 
similar advice; and according to which are recognized treaties in the 
form of agreements entered into between the Canadian and foreign 
Governments to which His Majesty is not in form a party. 


Finally it is desirable to refer to the reference in the Report of the 
Imperial Conference of 1926 to “ the group of self-governing 
communities composed of Great Britain and the Dominions. Their 
position and mutual relations may be readily defined. They are auto- 
nomous Communities within the British Empire, equal in status, in no 
way subordinate one to another in any aspect of their domestic or ex- 
ternal affairs, though united by a common allegiance to the Crown, and 
freely associated as members of the British Commonwealth of Nations,”’ 
and to The Statute of Westminster enacted by the Imperial Parlia- 
ment in 1931 in the preamble to which it is set out that ‘‘it is in accord 
with the established constitutional position that no law hereafter made 
by the Parliament of the United Kingdom shall extend to any of the 
said Dominions as part of the law of that Dominion otherwise than at 
the request and with the consent of that Dominion,’ and which Statute 
goes on to provide by Section 2: 

“2. Validity of laws made by Parliament of a Dominion. 
—(1) The Colonial Laws Validity Act, 1865, shall not apply 
to any law made after the commencement of this Act by the 
Parliament of a Dominion. 

(2) No law and no provision of any law made after the 
commencement of this Act by the Parliament of a Dominion 
shall be void or inoperative on the ground that it is repugnant 
to the law of England, or to the provisions of any existing or 
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future Act of Parliament of the United Kingdom, or to any order, 
rule or regulation made under any such Act, and the powers of 
the Parliament of a Dominion shall include the power to repeal or 
amend any such Act, order, rule or regulation in so far as the 
same is part of the law of the Dominion.” 


By Section 7 thereof the Statute is made inapplicable to the repeal, 
amendment or alteration of the British North America Acts, 1867 to 
1930, or any order, rule or regulation made thereunder, and it follows 
that constitutional amendments for Canada are still within the ex- 
clusive legislative jurisdiction of the Imperial Parliament. 


There are other indicia of emancipation from Colonial status to 
that of an ‘“‘autonomous community”’ to which it is unnecessary to refer 
for it will be apparent from the foregoing that the retention by the Im- 
perial Parliament of legislative control over the Constitution of the 
Dominion is by way of a particular power singled out and retained as 
against the increasing current of Dominion autonomy. It is unneces- 
sary to argue the point that the power to amend the Constitution would 
be transferred to the Dominion upon a request to that effect by the 
Dominion and the Provinces; it is a question of effecting an agreement 
between Dominion and Provinces as to the terms upon which the au- 
thority to amend may be accepted; not a question of the willingness of 
the Imperial Parliament to bestow it. 


It may be remarked that both the Act relating to the establish-’ 
ment of the Commonwealth of Australia and that relating to the Union 
of South Africa embody schemes for the amendment of their respective 
Constitutions without having recourse to the Imperial Parliament. 


It is submitted that a similar provision should be introduced into , 
the British North America Act, 1867, for a number of reasons. 


In the first place, it behooves Canada, having attained the exist- 
ing status freely accorded her within the British Commonwealth of 
Nations, to assume the task of keeping her own domestic affairs in order. 
It is not considered that it is in any sense humiliating, to have to go to 
the Imperial Parliament in this regard, nor would much be sought to be 
made of the argument that it is detractive from the essential dignity 
of the Dominion to have to do so. Suffice it to say that the submis- 
sion is put forward upon the ground that if Canada is to achieve full 
maturity as a nation (albeit within the British Commonwealth) and if 
her people are to achieve a full and generous citizenship, conscious of 
their responsibilities, alive to their potentialities: in short, if there is 
to be a country, complete, and completely Canadian; it is essential that 
this responsibility, even if it be only symbolic, and, indeed, perhaps 
because it is symbolic, rest in the Canadian people. 
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In the second place, it is necessary, in some respects at least, that 
in practice the Constitution be made easier of amendment. It is essen- 
tial that some machinery be devised which may be put in motion when 
the need arises, and that some definite understanding be reached as to 
the manner in which and conditions of assent subject to which amend- 
ments may be made. Doubtless there will arise occasions when all 
the Provinces will not see eye to eye; perhaps there will arise occasions 
when certain proposed amendments will be opposed by one Province 
or another very strenuously. To fail to anticipate such occurrences 
would be to ignore the history and nature of Confederations and human 
nature itself. It will be well that when such contingencies occur the 
rights of the parties, whether Dominion or Provinces, be clearly defined. 
At the present time when the compact theory, so called, is still liable 
to be evoked to support minority views, a proposal for an amendment 
may entail not only a difference of opinion as to the merits proper of 
the amendment, but an ancillary dispute as to the circumstances under 
which minority opinion must give way. The second source of difference, 
at least, could be removed by a definite scheme for amendment, if a 
satisfactory agreement about such a scheme could be reached. 


The scheme itself will have to be worked out between the Dominion 
and the different Provinces. It is not the purpose of this Submission 
to suggest the details or exact nature of it. Considerable progress along 
the lines of discussion and examination of ways and means and framing 
of tentative proposals has already been made at Dominion-Provincial 
Conferences and the final arrangement should be arrived at in the same 
manner. Amendments of different kinds might be provided for in 
different ways; for instance, it might be provided that those Sections 
which affect the Dominion Parliament alone may be amended in the 
discretion of such Parliament; that those Sections which are of joint 
concern to the Dominion and the Provinces should be reserved for joint 
action; and that those Sections which were enacted as a protection for 
minority rights can only be amended with the consent of the Provinces 
affected. The first principle of any scheme of amendment must be 
that it safeguard minority rights and all other matters in their nature 
fundamental or that were made the subject of guarantee to the Provinces 
or any of them at the time of Confederation. The suggestion may be 
repeated here that if agreement can be reached about the specific amend- 
ments referred to in the Propositions numbered 2 to 9, inclusive, of 
this Submission, the matter of arriving at a satisfactory procedure for 
the amendment within Canada of the British North America Act may 
be left for future and detailed consideration, and it may be further sug- 
gested that if the specifie amendments proposed, or a part of them, are 
effected and turn out successfully, this fact would have no little bearing 
upon the task of reaching an agreement about the procedure to be adopt- 
ed for amending the Act within Canada. 
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Second Proposition 


To provide for the reference or delegation of legislative 
authority by the Provinces to the Dominion and vce versa. 


Section 94 of the British North America Act is as follows: 


“94. Notwithstanding anything in this Act, the Parlia- 
ment of Canada may make Provision for the Uniformity of all 
or any of the Laws relative to Property and Civil Rights in 
Ontario, Nova Scotia, and New Brunswick, and of the Proce- 
dure of all or any of the Courts in those Three Provinces, and 
from and after the passing of any Act in that Behalf the Power 
of the Parliament of Canada to make Laws in relation to any 
Matter comprised in any such Act shall, notwithstanding any- 
thing in this Act, be unrestricted; but any Act of the Parliament 
of Canada making Provision for such Uniformity shall not have 
effect in any Province unless and until it is adopted and enacted 
as Law by the Legislature thereof.” 


The only use to which this Section appears to have been put up to 
the present time, is to demonstrate that the words ‘Property and Civil 
Rights’ are used in Section 92 (18) in a wide and not in a restricted 
sense. See Citizens Insurance Company of Canada vs. Parsons, (1881), 
7 Appeal Cases, page 96 at page 110. It is suggested that the reason the 
Section has not been used may be found in the words ‘‘and from and 
after the passing of any Act in that Behalf the Power of the Parliament 
of Canada to make Laws in relation to any Matter comprised in any 
such Act shall, notwithstanding anything in this Act, be unrestricted”’; 
and because no provision was made by which a Province could get back 
a subject of legislation that under this Section had been given to the 
Dominion: from which it would appear that once the Dominion were 
permitted under this Section to encroach upon a provincial field, the 
matter dealt with would become exclusively and for all time one for the 
Dominion. 


Section 51 of the Commonwealth of Australia Constitution Act 
provides: 


“O1. The Parliament shall, subject to this Constitution, 
have power to make Jaws for the peace, order, and good govern- 
ment of the Commonwealth with respect to:.. .” 


and the 37th placitum following is: 


“Ol (xxxvii). Matters referred to the Parliament of the 
( ommonwealth by the Parliament or Parliaments of any State 
or States, but so that the law shall extend only to States by 


whose Parliaments the matter is referred, or which afterwards 
adopt the law:” 


vy Aas 


7 oO ie . - Mae : 
in a - bye) ; 
> : ; hy : 


rey tt a sph as99 a ] ve hee Hy i i | i * 
, - fe ihe a 


7 ae Tied 
: 7 wi nee : 
ee ar ec co Ate AA e a | 65 i} Vif 
a oy a : : ‘ ' 
ig ee ehy: oad os S71 Se ED CR kot 


Raters” 4 pam: dhs 2d Tanta aya 3h 
sda eee Wg ae ’ ] os 7 ia tery ' < 3 ; 


Maes (rey Ar 1:0 tae “ea 


ri és —, ate) 
Koti separ eyepci! Y Sree sane | 
) a 
te ‘MTT * le "| } ‘ 
; ag ¥ ‘vo . i444 P 


/ The. ry) atl "Tha; i 
/ Bars ase sav Ue i v » Oe 
( a 
a =e yf) vl 


: a ae : ay } es.) 7 
aia ‘de fe duce 7 ean es a 
"eda hie! f-i,' & yo : ‘ cht 
7 ie ome WAT Ay SA 
, 2 Vis 


c 


5 ee 
oe ny 


if . ” 
a | ‘ 
; hry white F Fista 4 Ha ‘ed 
Bhi) tr} coupe iS ye rubas ‘Oy ae 
em) AD) 1 ik es ae opt ee 
5 Aes tetas Up apo se ee ee 


i 
‘y 7 : 7 ny 
nit Se 5 iy JPA i dig Sesh Aas uh . 
, ’ Rs : A ray i a 7 : a i; " 


ies 0y 05) Oe 


23 


Mr. John Quick, in his work published in 1919 entitled “Legislative 
Powers of the Commonwealth and the States of Australia’, says at 


page 593: 


“No matters have yet been referred to the Commonwealth 
Parliament by the States.” 


But it will be seen from the Report of the Royal Commission on the 
Constitution, presented to the Governor-General of Australia, 21st 
November, 1929, that both before and since 1919 many proposals for 
such references have’ been considered by the conferences of the State 
and Commonwealth Prime Ministers, and attention would be drawn 
here to the following words which appear on. page 182 of the Report 
in respect of the 37th placitum: 


“On several occasions agreements have been made, prin- 
cipally at Premiers’ Conferences, to submit to the State Parlia- 
ments proposals to refer subjects of legislation to the Common- 
wealth Parliament, with the object of bringing about uniformity. 
Doubts have been expressed as to the effect of paragraph 
(xxxvii.) of section 51 of the Constitution—(a) whether reference 
may be made in general terms, or only in the terms of a special 
Act; and (b) whether a reference once made may be withdrawn. 
These doubts have never been tested, as no reference to the 
Commonwealth Parliament by all the States simultaneously 
has ever been made.” 


It is now suggested that if the 37th placitum under Section 51 of 
the Commonwealth of Australia Constitution Act, and Section 94 of the 
British North America Act had been more restricted and had provided 
for conditional reference of legislation, the fates of the two sections 
would have been different and their uses greater. 


It is submitted that a provision should be inserted in the British 
Norfh America Act to the effect, 


(a) that a Province may transfer a subject or matter other- 
wise within exclusive provincial jurisdiction to the Domin- 
ion Parliament, whereupon Dominion legislation thereon” 
within that Province will be valid and of exclusive effect; 


(b) that the Dominion may transfer a subject or matter other- 
wise within exclusive Dominion jurisdiction to a Province, 
whereupon provincial legislation thereon within the Prov- 
ince will be valid and of exclusive effect; 
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(c) that either a Province or the Dominion may take back 
the subject of delegated authority upon such conditions 
as to time, etc., as are agreed upon at the time the subject 
is so transferred. 


Various matters of detail will have to be worked out, for example, 
amending powers during the currency of legislation by virtue of dele- 
gated authority. 


It is suggested that had such a section existed previous to the en- 
actment of the Natural Products Marketing Act, 1984, (Canada) and 
had the matter of marketing come before a conference of the Provinces 
and the Dominion, the course of legislation upon that matter might 
have been far different and more satisfactory and much time have been 
saved and much unproductive expense avoided, because the various 
Provinces in favour of Dominion regulation of this matter could have 
delegated their authority so as to bestow upon the Dominion exclusive 
jurisdiction in this regard. Many other instances will occur. Doubt- 
less a number of the Provinces would have come to an agreement to 
delegate to the Dominion in a similar fashion such subjects as maximum 
hours of work, weekly rest, and unemployment insurance, in respect of 
which Dominion legislation was held to be wltra vires and invalid upon 
the recent references to the Supreme Court of Canada and subsequent 
appeals to the Privy Council. 


It is suggested that the existence of such a provision in the British 
North America Act, 1867, might have eliminated the necessity for seek- 
ing some, at least, of the specific amendments recommended in this 
Submission, and if inserted may obviate the necessity of some specific 
amendments in the future, and it is further suggested that if some of 
these specific amendments fail, through lack of agreement, to be given ef- 
fect to, such a provision will provide a way in which the Provinces so 
desiring may vest the necessary urisdiction to deal with some of the 
matters in question in the Dominion Parliament. 


Third Proposition. 


To provide for the establishment of a Federal Grants Com- 
mission to receive, consider and report upon applications from 
the Provinces for special grants of subsidies. 


It is submitted that provision ought to be made for the establish- 
ment of a commission to entertain, examine and report upon applica- 
tions of the Provinces for grants, in addition to those permanent grants 
provided to be made upon a definite basis such as the per capita grants 
or subsidies. It is suggested that such a commission might be patterned 
to some extent upon the Grants Commission in Australia. 
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Under the provisions of the Commonwealth of Australia Constitu- 
tion Act, it was provided (Section 87) that during the first ten years 
from the establishment of the Commonwealth and thereafter until the 
Parliament otherwise provided, not more than one-quarter of the net 
revenue from customs and excise duties was to be applied annually by 
the Commonwealth for Commonwealth expenditures, and that the 
balance was to be paid over to the States. Section 96 of the Act provid- 
ed that during the same ten year period and thereafter until otherwise 
provided, the Commonwealth Parliament might grant financial assist- 
ance to any State on such terms or conditions as it saw fit. The Sur- 
plus Revenue Act 1910, provided for per capita payments to the States 
and for the surplus revenue in the hands of theT reasurer of the Common- 
wealth at the end of each year to be divided among the States in pro- 
portion to population. The expiry of this Act in 1920 left the control 
of the Commonwealth over expenditure of Commonwealth revenue un- 
fettered by legal or constitutional obligation to the States except as Sec- 
tion 94, which enacted that Parliament might provide on such basis as it 
deemed fair for the monthly payments to the States of all surplus revenue 
of the Con:monwealth, might be construed as a direction and except as 
Section 81 might be construed as limiting the power of appropriation to 
the manner imposed by the Constitution. An agreement entered into 
between the Commonwealth and the States and validated by the Finan- 
cial Agreements Act, 1929, provided inter alia that the Commonwealth 
should pay each of the States annually an amount equal to the payment 
that had been made to that State on a per capita basis for 1926-27, and 
for the Commonwealth taking over State debts. The period of the 
agreement was fifty-eight years. 


In 1933, there was passed the Commonwealth Grants Commission 
Act in pursuance of the power given by Section 96 of the Constitution. 
It provided for the establishment of a Commonwealth Grants Commis- 
sion empowered to inquire into and report to the Governor-General 
upon, 


(a) applications made by any State to the Commonwealth 
for the grant by the Parliament of financial assistance in 
pursuance of section ninety-six of the Constituion; 


(b) any matters relating to grants of financial assistance made 
in pursuance of that section by the Parliament to any State 
which are referred to the Commission by the Goyernor- 
General; and . 


(c) any matters relating to the making of any grant of financial 
assistance by the Parliament to any State in pursuance of 
that section, which are referred to the Commission by the 
(Governor-General. : 
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It is submitted that if a Federal Grants Commission be established 
as recommended, it should, in dealing with applications for special grants, 
proceed upon the following broad principles: 


(a) that each Province, assuming upon its part a com- 
petent and economic administration and restriction of expendi- 
ture to proper provincial purposes, should be enabled to main- 
tain the standard of government services normal throughout 
Canada upon the basis of a rate of taxation normal throughout 
Canada, and that where such services fall appreciably below 
such normal standard or the rate of taxation rises appreciably 
above the normal rate, these conditions should be .corrected 
by an appropriate special grant; 


(b) that where the people, as distinguished from the 
government of a Province, have suffered as a result of a Federal 
policy or as a result of conditions which though not brought 
about by a deliberate policy are attendant upon the establish- 
ment and natural development of a Confederation, so that the 
standard of living of such people has fallen below the normal 
standard of living of the Dominion of Canada, such conditions 
in so far as they cannot be or are not ameliorated by Federal 
action should be compensated by appropriate special considera- 
tion. 


The functions of such a Commission and the principles upon which 
it is considered such a Commission should proceed will be elaborated 
upon in the Financial Part of this Submission. 


Fourth Proposition. 


To give the Parliament of the Dominion exclusive juris- 
diction over the matter of marketing. 


This Proposition is intended to refer to the matter of marketing 
and the matters incidental thereto which were the subject matter of 
the Natural Products Marketing Act, 1934 (Canada) which was declared 
to be wltra vires the legislative power of the Parliament of the Dominion 
of Canada upon a recent reference to the Supreme Court of Canada, the 
decision in which was appealed to the Privy Council. 


The Act defined ‘“‘marketing”’ as: 


bic ‘ . y+ ° . . . 
2(c) ‘Marketing’ includes buying and selling, shipping for 
sale or storage and offering for sale,’ 
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“Natural product”’ as: 


“2(e) ‘Natural product’ includes animals, meats, eggs, wool, 
dairy products, grains, seeds, fruit and fruit products, 
vegetables and vegetable products, maple products, 
honey, tobacco, lumber and such other natural product 
of agriculture and of the forest, sea, lake or river and 
such article of food or drink wholly or partly manufactur- 
ed or derived from any such product, and such article 
wholly or partly manufactured or derived from a product 
of the forest as may be designated by the Governor-in- 
Council.”’ 


And provides by Section 4 for the Board established by the Act to have 
power 
‘“(a) to regulate the time and place at which, and to designate 

the agency through which the regulated product shall be 
marketed, to determine the manner of distribution, the 
quantity and quality, grade or class of the regulated 
product that shall be marketed by any person at any 
time, and to prohibit the marketing of any of the regulat- 
ed product of any grade, quality or class;” 


It is believed that the Parliament of the Dominion of Canada ought 
to have exclusive jurisdiction over the matter of marketing as dealt 
with in this Act for the reason, first, that jurisdiction to regulate intra- 
provincial, inter-provincial and foreign marketing ought to repose either 
in the Provinces or in the Dominion and ought not to be divided between 
the Provinces and Dominion as it now is, and secondly, for the reason 
that only the Dominion can effectively deal with marketing in these 
three aspects. In other words, it is essential that complete jurisdiction 
over marketing go either to the Dominion or to the Provinces, and it 
is submitted for the reasons to be referred to that it should go to the 
Dominion. 


Lan important aspect of the regulation of marketing is the fixing 
of grades and standards of natural products. In the contemplation of 
foreign markets, commodities are seldom Nova Scotian, or British 
Columbian, but they are Canadian; and it is considered essential, there- 
fore, that the grades and standards of commodities be uniform through- 
out Canada; nor is it considered likely that the different Provinces 
through independent, even if cooperative, action could attain uniformity 
throughout Canada of grades and standards. It is to be taken into con- 
sideration also that, particularly in respect of agricultural natural pro- 
ducts, the Dominion has an organization and the necessary machinery 
to deal with the regulation of marketing which many of the Provinces 
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have not developed. It is further to be taken into consideration that/ 
the negotiation of trade treaties and agreements with which the matter 
of marketing is associated, is a matter entirely within Dominion com- 
petence, and furthermore that it has been generally recognized that the 
matter of developing export markets is a responsibility of the Federal 
Government. 


It is to be clearly understood that the work carried on by the pro- 
vincial Departments of Agriculture and Marketing along the lines of 
education, instruction and assistance in matters relating to production 
and marketing, including grading, is deemed to be a service that should 
be continued by the Province, and it is not intended that the authority 
of the Province to maintain such service should be in any way curtailed 
or interfered with by the proposed amendment, and the Proposition 
for the transfer of marketing to the Dominion is made subject to this 
understanding. 


The present situation in respect of legislative jurisdiction over this 
subject is indicated in the decisions of the members of the Supreme Court 
of Canada and of the Judicial Committee of the Privy Council which are 
reported sub nom Reference Re Natural Products Marketing Act, and sub 
nom Attorney General British Columbia vs. Attorney General Canada et al, 
Reference Re Natural Products Marketing Act, 1934, respectively, in 1936, 
3 Dominion Law Reports, page 622, and in 1937, 1 Dominion Law Re- 
ports, page 691, respectively. 


The Natural Products Marketing Act, 1934, as amended by Chapter 
64 of the Statutes of Canada for 1935, provided in effect and with quali- 
fications (broadly speaking) that the Governor-in-Council may establish 
a Dominion Marketing Board to regulate marketing in the manner pro- 
vided by Section 4 fa), already set out; for arrangements to be made for 
equalization of returns from such products; for local marketing schemes 
to be instigated by persons engaged in production or marketing and to 
be regulated by local boards to which the Dominion Board was author- 
ized to delegate certain of its powers; for the Minister administering the 
Act to propose himself to the Governor-in-Council a local scheme to be 
administered by the Dominion Board alone or in cooperation with a 
local boerd for regulating inter-provincial or export trade in a natural 
product; for the Governor-in-Council to regulate export and import of 
natural products from and into Canada. Before ascheme could be ap- 
proved the Governor-in-Council must have been satisfied that the prin- 
cipal market for the natural product was outside the Province of produc- 
tion or that some part of the product produced might be exported. Part 
Il of the Act provided for the Minister to direct an investigation into the 
spread in connection with the production, processing and marketing of 
natural products; that any person who, to the public detriment or against 
the public interest, received a spread that restrained or injured trade or 
commerce in that product, was guilty of an indictable offence. The final 
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Section of the Act provided that if any Section was ultra vires the Dom- 
inion Parliament, none of the other Sections should for that reason be 
held to be ultra vires also but should be treated as separate and independ- 
ent enactments. 


The decision of the Judicial Committee of the Privy Council was de- 
livered by Lord Atkin who said in part and in effect, that since the Act 
covered transactions completed within the Province and which have no 
connection with inter-provincial or export trade (as it obviously did), 
the Act purported to affect property and civil rights in the Province; 
that the Regulation of Trade and Commerce under Section 91 (2) of the 
British North America Act does not permit regulation of individual 
forms of trade or commerce confined to the Province; and that their 
Lordships agreed with the Chief Justice of the Supreme Court of Can- 
ada that the Dominion Parliament could not acquire jurisdiction to deal 
in a sweeping way with such local and provincial matters by legislating 
at the same time respecting external and inter-provincial trade and com- 
mitting the regulation of both intra-provincial and inter-provincial or 
foreign trade to the same authority, as was pointed out in the case of 
The King vs. Eastern Terminal Elevator Company, 1925, 3 Dominion Law 
Reports, page 1. 


It was argued that the legislation in question was within the con- 
templation of the general words at the beginning of Section 91 of the 
British North America Act. Lord Atkin said that the same reply applied 
to this argument as had been made to a similar argument in the Reference 
concerning Hours of Labour, Weekly Rest, and Minimum Wages. In 
that case it was said by Lord Atkin in delivering the decision of the 
Privy Council that their Lordships agreed with that part of the decision 
of the Chief Justice of the Supreme Court of Canada in the Reference 
Re Natural Products Marketing Act which dealt with the argument that 
the Act there in question could be supported under the general words of 
Section 91, and that it was to be hoped that the relevant pages of the de- 
cision of the Chief Justice would become the locus classicus of the law 
on this point and preclude further disputes. The argument that the en- 
actment of this legislation was a valid exercise of the power of the Do- 
minion Parliament under the general words of Section 91, to make laws 
for the peace, order and good government of Canada, was sought to be 
supported upon the words of Lord Watson in the case of Attorney General 
for Ontario vs. Attorney General for the Dominion, 1896 Appeal Cases, 
page 348 at page 361, which are as follows: 


“Their Lordships do not doubt that some matters, in their 
origin local and provincial, might attain such dimensions as to 
affect the body politic of the Dominion, and to justify the 
Canadian Parliament in passing laws for their regulation or 
abolition in the interest of the Dominion. But great caution 
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must be observed in distinguishing between that which is local 
and provincial, and therefore within the jurisdiction of the 
provincial legislatures, and that which has ceased to be merely 
local or provincial, and has become matter of national concern, 
in such sense as to bring it within the jurisdiction of the Parlia- 


ment of Canada.” 


In his locus classicus, which begins at page 633 of Volume 8 of the Domin- 
ion Law Reports for the year 1936, the Chief Justice pointed out that 
the words ‘‘property and civil rights’ in Section 92 (18) of the British 
North America Act, are used in their widest sense and that the legislation 
in question admittedly affected civil rights; that the exception at the 
beginning of Section 91, which excludes from the ambit of the general 
power by that Section given, all matters assigned to the exclusive author- 
ity of the Provincial Legislatures must be given full effect; that the 
words of Lord Watson already referred to, established no rule of con- 
struction nor mean that all the enumerated subjects in Section 92 may 
change in aspect so as to come within the general words of Section 91; 
and that, consistently with the case of Attorney General of Canada vs. 
Attorney General of Alberta, 60 Dominion Law Reports, page 518, (com- 
monly referred to as the “‘Board of Commerce Case’’), the case of Toronto 
Electric Commissioners vs. Snider et al, 1925, 2 Dominion Law Reports, 
page 5, and the case of Fort Frances Pulp and Paper Company vs. Manitoba 
Free Press Company, 1923, 3 Dominion Law Reports, page 629, which 
emphasized the highly extraordinary and exceptional nature of the 
circumstances that would be required to bring a situation within the 
contemplation of Lord Watson’s words, the argument that The Natural 
Products Marketing Act, 1984 could be supported by reference to the 
general words of Section 91 must fail. 


It was, therefore, decided that the Act in question was ultra vires 
the legislative jurisdiction of the Parliament of the Dominion of Canada, 
affecting as it did civil rights within the Provinces. 


The converse of the situation disclosed in the Reference of the Natural 
Products Marketing Act, 1984, was disclosed in the case of Lawson vs. 
Interior Tree Fruit and Vegetable Committee of Direction, 1931 Supreme 
Court Reports, page 357. The Produce Marketing Act, being Chapter 
54 of the Acts of British Columbia for 1926-27, provided for the establish- 
ing of committees to regulate the “marketing” of tree fruits and vege- 
tables by determining in respect of such marketing the times, places, 
quantities and prices. The purported powers of the committee, or some 
of such powers, were sought to be qualified by the words ‘‘so far as the 
legislative authority of the Province extends.” ‘Marketing’ was 
defined es ‘the buying and selling of a product and includes the shipping 
of a product for sale or for storage and subsequent sale and the offering 
of a product for sale and the contracting for the sale or purchase of a 
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product, whether the shipping, offering or contracting be to or with a 
purchaser, a shipper or otherwise, but does not relate to the marketing 
of a product for consumption outside the Dominion, and ‘market’ 
has a corresponding meaning.’’ Without deciding the effect of the 
words ‘‘so far as the legislative authority of the Province extends,”’ 
it was held by the Supreme Court of Canada, per Mr. Justice Duff who 
delivered the judgment of himself, Mr. Justice Rinfret and Mr. Justice 
Lamont in an action brought to test the constitutional validity of the 
Act, that since a Committee had attempted, in professed exercise of the 
authority of the Act, to control the sale of products for shipment from 
British Columbia into the Prairie Provinces, the plaintiff fruit producer 
was entitled to a declaration that the Committee had no authority in 
any manner to regulate or control “‘marketing’’ (in the sense defined 
by the Act) of his product for consumption beyond the boundaries of 
3ritish Columbia, upon the ground that trading matters of inter-provincial 
concern are, upon the authority of Citizens Insurance Company of Canada 
vs. Parsons, (1881) 7 Appeal Cases, page 96, and ‘‘Wharton’s Case’’, 
John Deere Plow Company, Limited, vs. Wharton, 1915 Appeal Cases, 
page 330, among the matters within the exclusive jurisdiction of the 
Dominion Parliament under Section 91 (2) of the British North America 
Act. 


Thus it will appear that a Province cannot enact a marketing scheme> 
to completely regulate the marketing of provincial products without 
running afoul of Section 91 (2) of the British North America Act, and 
that the Dominion cannot enact a scheme to completely regulate the 
marketing of natural products produced within Canada without run~ 
ning afoul of Section 92 (18) of that Act. 


As to effecting a complete and satisfactory scheme or schemes to 
cover intra-provincial, inter-provincial and foreign marketing, the words 
of Lord Atkin in the Reference of the Natural Products Marketing Act, 
1934, may be noted where they occur on page 694 of Volume 1 of the 
Dominion Law Reports for the year 1937: 


“It was said that as the Provinces and the Dominion 
between them possess a totality of complete legislative author- 
ity, it must be possible to combine the Dominion and Provincial 
legislation so that each within its own sphere could in cooperation 
with the other achieve the complete power of regulation which 
is desired. Their Lordships appreciate the importance of the 
desired aim. Unless and until a change is made in the respective 
legislative functions of Dominion and Province it may well be 
that satisfactory results for both can only be obtained by co- 
operation. But the legislation will have to be carefully framed, 
and will not be achieved by either party leaving its own sphere 
and encroaching upon that of the other.” 
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It is hardly necessary to point out that, even assuming the complete 
cooperation of the Dominion and the Provinces, the situation where the 
institution of an effective scheme depends upon successfully walking 
the tightrope of constitutional validity where an “encroachment” is 
not an encroachment at all, but a step into the thin air spread over the 
morass of constitutional invalidity, is not a very satisfactory one. 


Subsequently to the Reference to the Supreme Court of Canada 
of the National Products Marketing Act, 1934, and the appeal therein 
to the Privy Council, a Marketing Act of the Province of British Columbia, 
The Natural Products Marketing (British Columbia) Act, being Chapter 
38 of the Acts of that Province for 1934 as amended by Chapters 34 
and 30, respectively, of the Acts of the First and Second Sessions, re- 
spectively, of the Legislature of that Province for the year 1936, was 
held to be intra vires the provincial Legislature by the Court of Appeal 
of British Columbia upon a Reference of the Act to that Court sub nom 
Reference Re Natural Products Marketing (British Columbia) Act, 1937 
3 Western Weekly Reports, page 278; it having previously been held 
to be ultra vires by Mr. Justice Manson of the Supreme Court of British 
Columbia in the case of Hayward et al vs. British Columbia Lower Main- 
land Dairy Products Board, 19387, 2 Western Weekly Reports, page 401. 
Suffice it to say, without examining the Act or the ratio decidendi of the 
decisions referred to, that even upon the view that marketing should 
be a provincial responsibility, it does not appear that there is any likeli- 
hood of provincial marketing schemes effective to regulate the marketing 
of provincial products designed for extra-provincial consumption, being 
ultimately upheld by the Ccurts upon the principles of Reference Re 
Natural Products Marketing (British Columbia) Act. 


By way of recapitulation, it may be said 

(a) that under the present distribution of legislative | 
powers between the Dominion and the Provinces, the Dominion) 
cannot enact a marketing scheme effective to regulate intra-| 
provincial marketing; PY, 


(b) that no Province can enact a scheme effective to} 
regulate inter-provincial or foreign marketing; | 


(c) that for the reasons given at the beginning of this 
Proposition, power to regulate intra-provincial, inter-provin- 
cial and foreign marketing, shculd repose in one legislative 
authority and for the further reasons then given, such power 
should repose in the Dominion Parliament. 
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Fifth Proposition 


To remove any question as to the jurisdiction of the Prov- 
inces to impose taxes collected by the Provinces partaking of 
the nature of sales tax. 


In considering sources of new revenue, there is to be kept in mind 
the principle already postulated that under normal conditions the Province 
should have available sufficient revenue, or sufficient sources of revenue, 
to balance its budget, provided always that the provincial administration, 
be economic and restricted to accepted functions of government within 
provincial competence. It is also to be kept in mind in this regard 
that the point at which provincial revenue wi!l be sufficient depends: 
upon two variables: (1) the services required of the Province, and (2) 
the amounts of subsidies which the Province obtains from the Dominion. 


Under the provisions of the British North America Act, the sources 
of provincial income are dealt with and limited by two heads of Section 
92, namely, Section 92 (2), “Direct Taxation within the Province in 
order to the raising of a Revenue lor Provincial Purposes’, and Section 
92 (9), ‘Shop, Saloon, Tavern, Auctioneer, and other Licenses, in order 
to the raising of a Revenue for Provincial, Local or Municipal Purposes.”’ 
It need not be demonstrated that the important heading is Section 92 (2), 
and it will be noted that the field of Dominion Taxation may extend 
to any mode or system whatsoever, including of course direct as well 
as indirect taxation, while the provincial fields are definitely and ab- 
solutely limited to direct taxation. 


Whatever may have been the intention of the Fathers and Authors 
of Confederation when they conferred upon the Provinces powers of 
direct taxation, suffice it to say that the criterion applied today to deter- 
mine whether a Province in imposing a tax has kept within its own 
powers or has purported to encroach upon the field of indirect taxation, 
is the definition of John Stuart Mill, which, as the standard, has been 
firmly established by a long line of cases including the two now to be 
referred to, and which is as follows: 


‘Taxes are either direct or indirect. A direct tax is one 
which is demanded from the very persons who it is intended or 
desired should pay it. Indirect taxes are those which are de- 
manded from one person in the expectation and intention that 
he shall indemnify himself at the expense of another: such are 
the excise or customs. The producer or importer of a commo- 
dity is called upon to pay a tax upon it, not with the intention to 
levy a peculiar contribution upon him, but to tax through him 
the consumers of the commodity, from whom it is supposed that 
he will recover the amount by means of an advance in price.’’ 
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It is suggested, that if the from time to time members of the Privy 
Council in general leaned in favour of the Provinces in interpreting 
those Sections, 91 and 92, of the British North America Act dealing 
with the distribution of legislative powers and responsibilities, they 
appear to have leaned quite the other way when it was a question whether 
a tax sought to be imposed by one of the Provinces to support such 
responsibilities and powers was within the scope of Section 92 (2) which 
authorized the Province to impose direct taxation within the Province 
in order to the raising of a revenue for provincial purposes. 


It is submitted that the Provinces, in the interests of balanced 
bugets and in accordance with the principles above referred to throughout 
this Submission, ought to be permitted to enter the field of indirect 
taxation to the extent at least of being allowed to impose taxes of the 
nature referred to in this Proposition. 


The situation in respect of the jurisdiction of the Provinces in this 
regard may be brought into relief by a brief reference to two cases that 
were decided in the Privy Council. In 1927 this body was called upon 
to consider the constitutional validity of the Fuel-Oil Tax Act, being 
Chapter 251 of the Revised Statutes of British Columbia, 1924. The 
case is reported sub nom Attorney General for British Columbia vs. Canadian 
Pacific Railway Company, 1927 Appeal Cases, page 934. This Act 
provided by Section 3, in effect, that every person who within the 
Province purchased fuel oil when sold for the first time after its manu- 
facture in or importation into the Province, should pay a tax thereon 
to be levied and paid as provided. Section 4 provided, in effect, that 
every vendor, at the time of sale to such a purchaser, should ievy and 
collect the tax and account for it. Section 6 provided that every person, 
subject to exceptions, who had in his possession for consumption any 
fuel oil in respect of which no tax had been paid, should, prior to con- 
sumption, pay the tax. The decision of the Judicial Committee was 
delivered by Viscount Haldane who took the principle laid down in 
earlier cases that the definition of John Stuart Mill, which is set out 
above, is to be taken as a fair basis for testing the character of the tax 
in question, not as a legal definition but as embodying with sufficient 
accuracy an understanding of the n.ost obvious indicia of direct and 
indirect taxation, and that validity in accordance with such tendencies, 
and not according to results in isolated or merely particular instances, 
must be the test. Taking this principle, His Lordship held that while 
it might be true having regard to the practice of the Canadian Pacific 
Railway Company that the oil they purchased was consumed by them 
and not afterwards re-sold, they might on the other hand develop their 
business so as to include the re-sale of the oil they had bought and that 
if this was practical the tax, under the principle referred to, was indirect, 
fuel oil being a marketable commodity and those who purchase it ac- 
quiring the right to take it into the market; and he held the tax to be 
indirect and ultra vires the provincial Legislature. 
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In the year 1934, the Privy Council was called upon to consider the 
constitutional validity of the Fuel-Oil Tax Act, 1930, of the same Province. 
The case is reported sub nom Attorney General for British Columbia vs. 
Kinecome Navigation Company, Limited, 1934 Appeal Cases, page 45. 
This Act provided for a tax to be paid by every person who consumed 
any fuel oil in the Province, in respect of that fuel oil, at the rate of 
14c per gallon, the tax to be paid and collected as provided by the regula- 
tions. Lord Thankerton, who delivered the decision of the Board, 
said that the test was John Stuart Mill’s definition, which is set out 
above, and that according to this definition the tax was direct and within 
the competence of the provincial Legislature. It would appear from 
the decision of the Privy Council in this case that it may be said that 
the question whether a tax is direct or indirect is to be determined there- 
fore by the application of that definition; that the question whether a 
tax is direct or indirect cannot depend upon those special events that 
may vary it in particular cases, and the fact that by contract or arrange- 
ment individual taxpayers may recoup themselves, does not alter the 
nature of the tax; nor in looking to see if the ultimate incidence is upon 
the person from whom the tax is demanded, do you consider the ‘ultimate 
incidence” in the sense of the political economists, but rather whether 
the tax is one whose incidence is by its nature such that normally it is 
borne by the first payer and is not susceptible of being passed on. It 
Was pointed out by His Lordship that where a tax is imposed in respect 
of a transaction or in respect of some dealing with commodities the 
taxing authority is indifferent as to which of the parties to the trans- 
action ultimately bears the burden, so that the tax is not intended asa 
peculiar contribution upon the particular party selected to pay it; such 
a tax, by necessary inference, would be indirect. Their Lordships 
were unable to find in this case justification for the suggestion that the 
tax In question was truly imposed in respect of the transaction by which 
the taxpayer acquired the property in the fuel oil or in respect of any 
contract or agreement under which the oil was consumed, and as has 
been stated their Lordships came to the conclusion that the tax imposed 
by the Act under consideration was direct taxation within the meaning 
of Section 92 (2) of the British North America Act, and further, that 
the Act was not invalid as infringing upon Section 91 (2) relating to 
the regulation of trade and commerce. 


It will occur from the foregoing that what is being asked for is not 
so much authority to impose a tax, as authority to impose that tax in a 
particular and effectively collectible manner. To elaborate, there 
appears to be no doubt about the jurisdiction of the Province to impose 
a tax, say, upon the residents of the Province in respect of the apples 
they actually consume; but to impose a tax of like ultimate effect in a 
way in which it could be effectively collected, for example, by imposing 
it on the retailer who would in turn pass it on to the consumer, is another 
question, and such a tax would be ultra vires the Province. 
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There is at present in force in the Province of Nova Scotia a tax 
called the gasoline tax imposed by the Gasoline Tax Act, 1926, as amend- 
ed, the effective provision of which is that every person purchasing or 
receiving delivery in Nova Scotia of gasoline for his own use shall pay a 
charge or tax at such rate not exceeding 8c a gallon as the Governor-in- 
Council from time to time determines on all gasoline so purchased or 
received; and that the Governor-in-Council may make regulations 
for carrying out the provisions of the Act. Under the regulations so 
made a licensee, i.e. a person licensed to sell gasoline under The Gasoline 
Licensing Act, 1934, collects the tax from every purchaser'to whom he 
sells gasoline and pays it to the Minister of Highways or to the vendor 
from whom such licensee purchases, at the time of making such purchase, 
if such vendor has an agreement with the Minister for the collection of the 
lax. 

It will be apparent that the scheme of the Nova Scotia gasoline 
tax, particularly in the respect that the tax is in the first instance to be 
paid by the licensee at the time of purchase by him trom a vendor with 
whom the Minister has an agreement for collection of the tax, is not 
entirely free from doubt in respect of its constitutional validity, and 
the tax being a necessary and otherwise proper one for the raising of a 
provincial revenue, it is submitted that by amendment to the British 
North America Act, any question that might be raised as to the juris- 
diction in this regard of the Provinces should be resolved in the Provinces’ 
favour. While it is fairly clear that the Province by properly framed 
legislation may impose a tax upon the ultimate consumer, it is equally 
clear that difficulties in collecting such a tax, without bringing it within 
the field of indirect taxation, are so considerable as to greatly impair 
the value of this power. 


In 1934 there was enacted by the Legislature of the Province of 
Nova Scotia, the Fuel Oil Tax Act. It was amended by Chapter 50 
of the Acts of 1936. The Fuel Oil Tax Act has never been proclaimed. 
It provides in substance that every person who consumes any fuel oil 
in the Province shall pay a tax thereon at a rate not exceeding Ic a gallon, 
and under the rule of the “‘Kingcome Case’’ (Attorney General for British 
Columbia vs. Kingcome Navigation Company, 1934 Appeal Cases, page 
45) would likely be held intra vires the provincial Legislature. 


It may be said by way of recapitulation 


(a) that a province may, by properly framed legislation 
impose a tax upon persons within the Province in respect of 
commodities actually consumed by such persons; 


(b) that the practical difficulties of collecting such a tax 
limit the classes of commodities in respect of which it may 
effectively be applied, and for this reason and because of the 


os we if. aie: dune 
ma | eee iy 
 Dereh ie 


Br Gates: 
ee porte a 


ithe bg) are! ns Sl! a 


a ne nea fda 45) 

oe Bb Wen! «i De Rbte: lus 
ra) Ale, igh hel geli adanp ac pt ff 
ir by ries} coe} M, pd eps PAL) 


7 


: 
7 rites ye wu i. fi)! be 
; ow. al hy. hewn? 6 feel 
10) 52g Pyne Say AMAA ier) ari hj 
(Ler) be ’ bo 
ir eran it Tee en ee! del A lee snap 
ey iti e Dy ON Val PAW, Ses eleva PAS ’ 


desirir ru mt Ha cer ve9 hat Wes its 


: Bativade tal +L 
ee ‘sete ital or ee oe darn N) chi wl whe 
nagar! h SOS actoh adel sin? Palle Vi? AN aH 
.? aoe pin =Pitae : i ; ies aia eae 
bretts eet Me Gar) cei.) wilt : aw Rat 
¥ a qin Med ay: ie aotsrayr iJ “4 , . : 
» adi sep utr Bag e2S walt oon 
3 ral, sie Hae Sittin i. ww : J ‘he 
aft ole Se Oe $f Maria! me) ' 
a Pycnap is ‘ett nt as A, hel” hs eae 
ye raey iro rem | § af gle mibist Pall! 4°94, 521 73 Tors 
sunbed we) joo RL OP ea) oF eee ai ys 
oy ue T5 CHIT? ie a mir bin in oni ier \ yg D 
rat se tee pen : _ age 4 eicca 1h - Re te Wi : rel Ag, 
ul al mah 1a 9@eR, hh? 3a ie -eterrits eat 
i aoe. : read oo 
aa ales a J ae Ae 2 
ry ay betta) maceee — 7 Vikohd uk, een +e, 
ee a oe eh 
. a cy ie some. eal? Pht 
250i the am a ‘ Ohiret arp: ma vias 


7 th aaah 


37 


practical difficulties of collecting the tax even when applied 
to such limited classes of commodities, the value of the tax to 
the Province is seriously impaired ; 


(c) that it is essential to the obtaining of sufficient revenue 
by certain of the Provinces, including this Province, that they 
should have undoubted legislative competence to impose the 
taxes now collected by them partaking of the nature of sales 
tax; 


(d) that to remove any doubt as to such legislative com- 
petence the British North America Act should be amended to 
permit the Provinces if necessary toenter, to the extent of such 
taxes, into the field of indirect taxation. 


It is apprehended that the Dominion, if otherwise willing to give 
effect to this Proposition, may wish to remove a number of specified 
commodities, such as liquors, tobaccos and malt, from the application 
of such permissive amendment, and the Province of Nova Scotia would 
be satisfied to have such commodities excluded from the application of 
provincial taxes of the nature referred to. 


Sixth Proposition 


To provide for the Dominion to assume full financial re- 
sponsibility for old age pensions and mothers’ allowances. 


The former service, which now includes pensions for the blind, is 
presently administered by the Provinces, the money being contributed as 
to seventy-five per cent of it by the Dominion, and as to twenty-five 
per cent of it by the Province, and the cost of administration being borne 
entirely by the Province. Because of the nature of the scheme, it has 
never yet come before the Courts, but it is not at all inconceivable that 
this might happen. The words of Lord Atkin in the Reference of The 
Employment and Social Insurance Act, as they appear on page 687 of 
Volume 1 of the Dominion Law Reports for 1937, should be considered 
in this respect. His Lordship said ‘“‘But assuming that the Dominion 
has collected by means of taxation a fund, it by no means follows that 
any legislation which disposes of it is necessarily within Dominion 
Competence.”’ 


Mothers’ allowances, differing in some degree from Province to Proy- 
ince, are at present entirely supported by the individual Provinces in 
which they are administered. It would appear that such services as old 
age pensions and mothers’ allowances, although, asit has been said, the 
consititutional validity of the schemes under which they are administered 
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has never been considered by the Courts, come within the class of matters 
relating to property and civil rights within the Province or the class of 
matters of a merely local or private nature within the Province. 


It is submitted that the entire cost of such services should be assum 
ed by the Dominion because the costs of such services at present consti- 
tute a burden, to the extent that they are borne, upon a number of the 
Provinces. Nor is it considered that in such a service as mothers’ al- 
lowances, the amounts that can be paid and the circumstances to which 
the allowances can be extended ought to be restricted in any Province 
below the normal standard of such services throughout the Dominion, 
because such Province through no fault of its own cannot obtain sufficient 
revenue to support the normal standard. Such, however, may be the 
case where the service is an entirely provincial one. The expenditure of 
Dominion revenues in support of such services should, having in mind 
the words of Lord Atkin previously referred to, be placed upon a firm 
constitutional basis by an appropriate amendment to the British North 
America Act bestowing upon the Dominion Parliament an undoubted 
jurisdiction to expend money for such purposes. 


Seventh Proposition 


That provision ought to be made, by way of amendment to 
the British North America Act or otherwise, for annual confer- 
ences to be held at a fixed time between representatives of 
the Provinces and representatives of the Dominion. 


From time to time Dominion-Provincial and Inter-Provincial con- 
ferences have been held among the Provinces and the Dominion of Can- 
ada. 


The first inter-Provincial conference was held at the City of Quebec 
in 1887. It was convened by the Premier of Quebec and all the Provy- 
inces then forming part of the Dominion, except Prince Edward Island 
and British Columbia, were represented. The Dominion Government 
was invited to send a representative but apparently did not do so. At 
this conference a number cf questions as to the autonomy of the Prov- 
inces, their financial arrangements, and other matters of provincial in- 
terest, were considered. Subsequent inter-Provincial conferences were 
held at the City of Quebec in 1902, and at Ottawa in 1910, 1913 and 1926. 
The first of these conferences was called by the Premier of Quebec, and 
that Province together with Nova Scotia, New Brunswick, Prince Edward 
[sland and Manitoba were represented, and resolutions were passed re-= 
specting subsidies and grants by the Dominion to the Provinces. The 
1910 conference was convened by the Prime Ministers of Ontario and 
Quebec at the request of the Prime Ministers of Nova Scotia, New 
Brunswick and Prince Edward Island, to consider the representation 


- Hes) 60 Seakrhl oral a 
Sangin F Pea ints ey veal Pr 
5 pptet ele avery 7h Se ie Big seit) hun ras & 
Soanse | 2 A he ' ps rt 
| ee “hAT aR: ae a Beith’ AGS heaters | 
ee tet ie OSNAABINMS OM RR), os 
1a it't> my ee et We nhed GO peat ini 024: SLA ; a, 
eet Tid ish DREN Re <hr ics 
ee a ie ny ‘al He. 4 Red beac 3 rhe 


Parmpanim tity 


oe. 


~< 


: > Ca ae 
» 7 =_ y :. wd 7 : * - 
- "/ furwi si Jeet Mor giy eri q pel 
fe, F, we ‘ : 
Mis be 5 Pde hy Wii O49 2 Fae eh 


Big 2196 alizdve ba e eemiribvin' | Ants AY Aehtadia ts 
basil Pw Eee esa i Teh terial fo tt 
als agora MANE SAT, UNIAS ¢ bye PROT. SS 
iio, : * Leia Osan A 4 7, 
Das; ee a yt MTOR Pe at 


ies NE ; pit 
a, Patetan +20) bis Miers! 
te ~ cans oft! le Siserey 7144 tote etic 1 13 


\ b _ : : 
. 7 - : \ t a > : : : 


ye i Slebhay's te oo "Fy 72 bipiiche 7 ie vy) bit &leir Siti te 


ag - ey ae ya enieye als Aven iw ' P 


ee ' drt iar 52 3 ‘ ni j vy a) wht a ni! 
a, 7 r= +a x oO T: were Are) lee * ei tit SIMIC 
_ a hi @ 


an 


te URS ayes anal 1 Get he Teton mes) 
a 


a “—e” i | Aw). 

= 

Y ei ta) gins +1" AD ile ay pea iie’ gt a me sel ' : 
cli) aseReeb POLAR rL sb abit ws a bing : z . Le 
# it+,) a4 q sofia? oO} basin ari ev, ; Kk} 


ae. A, Vi apa a hal ‘je tolen aaah Wie: Ot, “rg 
ue ee Lay) at etadite: etteny, anit eden a i. 


ihe. danke pis on st eA y vs ean islitenaad r 
(re ee Meier 


39 


of the Maritime Provinces in the House of Commons of Canada. The 
1913 conference was likewise convened by the Prime Ministers of On- 
tario and Quebec and resolutions were passed respecting subsidies and 
other matters. All the Provinces were represented and the Prime 
Minister of Canada, upon invitation of the conference, attended one of 
the sittings. At the conference of 1926, the matter of subsidies was dis- 
cussed and the matters of succession duties, corporation taxes and in- 
corporation of companies, fuel products and distribution, and the sale 
of shares legislation. All the Provinces were represented but the Dom- 
inion was not invited. 


The first Dominion-Provincial conference was held at Ottawa in 
1906, and was convened by the Prime Minister of Canada to consider 
financial subsidies to the Provinces, all of which were represented. Sub- 
sequently, Dominion-Provincial conferences were held at Ottawa in 
1918, 1927, 1934 and 1985. The 1918 conference, convened by the 
Prime Minister of Canada, considered the problem of soldiers’ settle- 
ment, the general problem of land settlement, and the request of the 
Prairie Provinces for the transfer to them of their natural resources, 
and all the Provinces were represented. At the 1927 conference all the 
Provinces were represented, and constitutional, financial, social and 
economic matters were discussed. The 1934 conference discussed 
unemployment and relief measures, and the agenda of the 1935 conference 
included the following questions: 


(1) Questions relating to the procedure that should be follow- 
ed in amending the British North America Act. 


(2) Questions relating to the financial relations between the 
Dominion and Provinces, and to Taxation. 


(5) Questions relating to Unemployment and Relief. 


(4) Questions relating to responsibility for, and co-ordination 
of Social Services. . 


(5) Questions relating to Mining Development and Taxation. 
(6) Questions relating to Agriculture and Marketing. 
(7) Questions relating to Tourist Traffic Development. 


T rTP Ar € QT © . te - ° . 
In November 1937 a conference was held at Ottawa between Dominion 
and Provincial representatives administering old age pensions. 


lhese conferences have proved to be very valuable and have produced 
results beneficial not only to the Provinces but to the Dominion as a 
whole. 
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Similarly in the Commonwealth of Australia, according to the 
Report of the Royal Commission on the Constitution presented to the 
Governor-General on the 21st November, 1929, conferences have been 
held between the Prime Ministers of the different States of the Common- 
wealth almost every year since the establishment thereof in 1901. At 
most of these conferences a Commonwealth Minister has attended and 
in recent years the Prime Minister of the Commonwealth has opened 
the conference. In 1908 New South Wales undertook to provide a 
secretariat which would serve as a link between successive conferences. 
Most of the attention of the conferences has been devoted to two topics: 
financial relations of the States and the Commonwealth, and the problem 
of industrial relations. At a conference of the Commonwealth and 
State Prime Ministers in 1929, it was resolved that the meeting of the 
Prime Minister of the Commonwealth with the Prime Ministers of the 
States be held annually. 


It is submitted that the idea embodied in the practice of such con- 
ferences should, in the Dominion of Canada, be elaborated and extended 
and that provision should be made, perhaps in the British North America 
Act itself, for annual conferences between the Premiers of the different 
Provinces and the Prime Minister and other executive heads of the 
Dominion Government, to be held at a fixed time. The conferences 
should have a small but efficient secretariat to insure continuity of the 
proceedings, arrange the agenda, collect data, and perform other like 
duties. Attendances should not be made to depend upon whether the 
Provinces have particular issues to bring before the conference, but 
should be regular and as a matter of course. Each conference in some 
of its aspects at least should be an informal round table where the prob- 
lems or the difficulties of any Province could be brought out and aired 
informally. Where, for instance, a trade practice current in one Prov- 
ince and capable of regulation by the Legislature of that Province or 
of amelioration by discreet action on the part of f the Government of 
that Province, was felt by one or more of the other Provinces to be 
unfair to the residents thereof, such problem could be discussed between 
the Premiers of the Provinces concerned or by the whole conference in 
a merely informal way. While discussion upon certain topics would 
doubtless have to depend upon notice given and inclusion on the agenda, 
a large range of other matters could be discussed in the informal manner 
referred to. An appreciation of difficulties, brought home in a friendly 
way, without obligation on those concerned to act, or to act in a particular 
way, or for a particular time, is sometimes productive of cooperation 
and correction, where formality and the fear of incurring definite and 
unavoidable obligation will retard corrective action and estrange sym- 
pathy. ‘The representation of each Province might be unlimited since no 
legal consequences would flow from the conferences, or it might be restrict- 
ed within specified limits, and those heads of departments by whom any 
Province or the Dominion would be represented, would depend on that 
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Province or the Dominion and upon the matters intended or likely to 
be discussed. Through the secretary, any Province might request the 
attendance on behalf of the Dominion of the head of a particular depart- 
ment, and through the secretary or directly, might suggest the attendance 
of a head of a particular department in any other Province. Conferences 
for particular purposes, such, for example, as those that take place 
from time to time between the different provincial departments ad- 
ministering old age pensions or administering the different provincial 
company laws might be held upon the occasion of the annual conference 
and where convenient these conferences could be made a part of the 
major conferences. 


One matter that might conceivably be dealt with by such conferences 
would be proposals to refer subjects to the Dominion Parliament by 
the Provincial Legislatures or vice versa under the plan proposed in Propo- 
sition number two. Proposals to refer legislation have from time to 
time occupied the attention of the Australian conferences although, and 
perhaps for the reason previously indicated under Proposition number 
two, the activities of the conferences in this regard do not seem, from 
the Report of the Royal Commission already referred to, to have met 
with entire success; although in this regard attention may be drawn 
to the words of the Report at page 181: 


“\Vitnesses who had attended one or more conferences on 
behalf of their respective States said that the value of these con- 
ferences could not be judged from the presence of the same item 
on successive agenda papers. The conferences may not be suc- 
cessful as instruments for having proposals passed into law, but 
they have considered or formulated agreements between one 
or more States which have been or are being carried into effect. 
In a great number of instances recommendations or resolutions 
of a conference have not been carried out, but in many instances 
suggestions have been made which have brought about legisla- 
tion on the part of the Commonwealth or of one or more States.” 


Indeed perhaps the most important function of the Canadian con- 
ferences proposed would not lie in getting anything done directly at the 
conference itself in the sense of having legislation definitely agreed upon 
or definite schemes actually instituted, but would lie rather in the oOp- 
portunity for discussion and for creating a spirit and an attitude of co- 
operation among the Provinces and the Dominion, and a willingness 
based upon sympathy and understanding, on the part of one section of 
the Dominion to assist in so far as possible in correcting the difficulties 
of another section. As illustrative of the work of the Australian con- 
ference, the following excerpt is taken from the Report already refer- 
red to; see page 183: s 
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‘‘Aviation. 

In 1920 on the motion of the Prime Minister a resolu- 
tion was carried at a Premiers’ conference in the following 
form :— 


‘(1) That it is desirable that each of the Parliaments 
of the States should refer to the Parliament of the Common- 
wealth pursuant to section 51 (xxxvii) of the Common- 
wealth of Australia Constitution Act the matter of the con- 
trol of air navigation, but so as to retain to each State (a) 
the right to own and/or use for the purposes of the govern- 
ment of the State air-craft operating within the State, and 
(b) the police powers of the State. 


(2) That it is desirable that pending the passing of 
legislation by the Parliament of the Commonwealth pur- 
suant to such reference the States shall each enact regula- 
tions similar to the Imperial Act, 9 George V., ch. 3, to se- 
cure uniform legislation and regulations. That the Premier 
of New South Wales as executive officer be requested to 
draft and submit to the State governments (a) a bill to 
provide for the regulations for the control by the Common- 
wealth of the necessary powers in accordance with the 
terms of paragraph 1 of the foregoing resolution, and (b) 
a bill to provide for uniform action by the States pending 
the passage of Commonwealth legislation.’ 


The Commonwealth thereon passed the Azr Navigation 
Act 1920. Four States dealt with the matter. Tasmania and 
Queensland passed Acts substantially in accordance with the 
terms of the resolution. Victoria and South Australia passed 
Acts on different lines. In New South Wales and Western 
Australia bills in accordance with the terms of the. resolution 
were introduced but not passed (evidence, pp. 49, 270-271). 


At the conference of Commonwealth and State Ministers 
held in May, 1929, it was agreed that the Commonwealth should 
draft a bill to be submitted to the governments of the States 
transferring to the Commonwealth Parliament full power to 
legislate with respect to aviation and matters incidental to avi- 
ation, and the State Governments undertook to consider wheth- 
er they would submit the bill to their respective Parliaments 
at an early date.”’ 


The subjects of the Conventions agreed on by the International 
Labour Conferences at Geneva, and some of which were dealt with by the 
Parliament of Canada in the three Acts, The Minimum W ages Act, 1935, 
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The Limitation of Hours of Work Act, 1935, and The Weekly Rest in 
Industrial Undertakings Act, 1935, which are later referred to in this 
Submission and which were referred to the Supreme Court of Canada 
and thence, by appeal, to the Privy Council, for opinion as to their con- 
stitutional validity, have from time to time been referred to the States 
by the Commonwealth Government on the assumption that to give effect 
to them by legislation was not within the powers of the Commonwealth 
Parliament. These conventions were before the Australian conference 
in 1927 and again in 1929 and again exemplify the matters with which 
such a Canadian conference could deal. 


Eighth Proposition 


To concede to the transfer to the Parliament of the Domin- 
ion, subject to certain conditions including ample provision 
being made for the full protection of local and particular interests, 
exclusive jurisdiction over the matters of unemployment insur- 
ance, employment service, maximum hours of labour, weekly 
rest, and allied matters. 


This Proposition is intended to refer to the foregoing subject matters 
as they were dealt with in The Employment and Social Insurance Act, 
The Limitation of Hours of Work Act and The Weekly Rest in Industrial 
Undertakings Act, being Chapters 88, 63 and 14, respectively, of the 
Statutes of Canada for 1935. 


Unemployment Insurance and Employment Service 


The Employment and Social Insurance Act, after various recitals, 
including the recital that Canada was a signatory as part of the British 
Empire to the Treaty of Versailles, and including references to various 
articles of the Treaty and a recital that it is desirable to discharge the 
obligations thereunder to Canadian labour and for that purpose to provide 
for a national service and insurance against unemployment, proceeds in 
five Parts. The first Part establishes a Commission to administer the Act 
and to submit proposals to the Governor-in-Council for the assistance, 
by way of providing unemployment insurance and otherwise, of persons 
not within the application of the Act or not presently entitled to its 
benefits. Part Il provides for the organization of an employment 
service for the Dominion of Canada, including the establishment. of! 
regional employment offices, the gathering of employment statistics, 
and for assisting by loans the movement of unemployed persons to places 
where work has been obtained for them. Part III provides that all 
persons sixteen years of age or over engaged in specified employments 
are to be insured against unemployment; the funds to be obtained by 
three way contributions from employer, employee and the Dominion 
Government; and that unemployment benefits are to be paid to insured 
persons from the funds so constituted, under certain conditions of un- 
employment. Part IV provides for the assembling and dissemination, 
by the Commission of information relating to group plans of providing | 
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collectively or cooperatively, by insurance or otherwise, for medical 
and dental services, health and accident insurance, and for the Com- 
mission to advise and report upon any such proposed plans. Part V 
is general and relates to such things as regulations and reports. 


It is generally recognized that a system of unemployment insurance 
is necessary to the continued social security and well being of the workers 
of the Dominion of Canada, and it is believed that any such scheme to 
be effective must be national in character. Any system of unemploy- 
ment insurance not national in character would tend to restrict the 
liberty of movement and employment of industrial workers within 
Canada and, by establishing self-contained provincial units, restrict, 
at times, labour adjustments that might take place were labour forces 
permitted to function throughout Canada as a single unit without re- 
strictions as to Provinces. It is conceivable, too, that under any other 
than a national scheme, the levies upon industry might so differ from 
one Province to another as to put the industries, or particular industries, 
in a particular Province at a disadvantage as compared with those of 
other Provinces. Upon the establishment of State schemes of unemploy- 
ment insurance in some of the States of the United States of America a 
few years ago, it was the experience that in practice the workings of 
various of the schemes were seriously impaired by pressure brought upon 
the authorities administering the schemes by particular interests anxious 
that the products of industries within such States should not, by reason 
of the levies under the schemes, suffer in competition with products of 
industries of other States. Under a national scheme, on the other hand, 
the levies would be standardized, consideration at the same time being 
given the ability to pay, and it is assumed that care would be taken to 
avoid placing any industries at a relative disadvantage. 


It may be pointed out that the Province of Nova Scotia does not 
stand to benefit from a scheme of unemployment insurance to the same 
extent as do others of the Provinces. In the first place, it is conceived 
that during the primary years at least, benefits from. unemployment 
insurance will be confined almost wholly to the manufacturing industries 
and the following table indicates a comparison of the percentages of 
the value of the net production in the manufacturing industry to the 
total net production of each Province for the year 1934: 


Prince Edward Island, 6.25 
Nova Scotia, Bae 
New Brunswick, 28 .96 
Quebec AQ 49 
Ontario, 45 17 
Manitoba 29 .59 
Saskatchewan, 8.49 
Alberta 11.34 
British Columbia, 23 .10 


Canada, 39.18 
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To illustrate, the net production of the manufacturing industry in Prince 
Edward Island in 1934 was 6.25% of the total net production of that 
Province. The figures are from The Canada Year Book, 1937, page 220. 


Coal mining, one of the major industries of this Province, does not 
lend itself to complete cessation of activity in slack periods, but because 
of the necessity of mine maintenance its operation in general tends to 
revert to fewer days work per week rather than to undergo entire suspen- 
sion, and for this reason the workers in this industry are less liable to 
receive benefits from unemployment insurance than those in many other 
industries. In view, however, of the generally accepted need of un- 
employment insurance and the view already expressed that a scheme 
to be effective ought to be national, it is not felt that one Province ought 
to dwell too much upon the fact that it will not benefit by such a scheme 
in the same proportion as other Provinces, or for that reason to oppose 
provision being made for establishing a national scheme by transferring 
exclusive legislative jurisdiction over unemployment insurance to the 
Dominion Parliament. At the same time, the fact that the different 
Provinces stand to benefit in varying degrees should be taken into con- 
sideration and compensation made in other respects, and such a con- 
sideration would be a proper one for the Federal Grants Commission re- 
commended to be established in an earlier Proposition to have in mind in 
determining the amounts of grants or subsidies. 


The matter of employment service is closely related to the matter 
of unemployment insurance and should come under the same legis- 
lative jurisdiction. 


Maximum Hours of Labour and Weekly Rest. 


The Limitation of Hours of Work Act was passed as Chapter 63 
of the Statutes of Canada for 1935. After reciting the signing of the 
Treaty of Versailles and other circumstances leading up to the passing 
of the Act, it goes on to provide in effect and with qualifications (broadly 
speaking) that in certain specified industrial undertakings no person 
shall permit any person to work for more than eight hours in the day 
and forty-eight hours in the week. 


The Weekly Rest in Industrial Undertakings Act is Chapter 14 of 
the Statutes of the same year. After a similar recital it provides in ef- 
fect and with qualifications (broadly speaking) that the whole of the staff 
employed in specified industrial undertakings shall be granted by the 
employer in every period of seven days a period of rest comprising at 
least twenty-four consecutive hours. 


he matters of maximum hours of labour and weekly periods of rest, 
are so-closely allied to the matters of unemployment insurance and employ- 
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ment service, that it is conceded that with proper safeguards, but only with 
proper safeguards, exclusive legislative jurisdiction in. these matters 
may be vested in the Dominion Parliament. It is recognized that stand- 
ards in these matters ought to be established, and it is appreciated that 
such standards not only ought to be uniform in so far as is possible, 
but ought to be uniform in their incidence in respect of cost upon the 
different sections and industries throughout Canada, having in consider- 
ation ability to pay. It is, therefore, submitted that the vesting of leg- 
islative jurisdiction over these matters in the Dominion Parliament ought 
to be upon the condition that ample provision is made for the full pro- 
tection of local and particular interests and for safeguarding the rights 
of particular industries in particular sections of the country. Such sate- 
guards, it is suggested, might be imposed by making obligatory under 
any scheme of regulation to be adopted, the establishment and main- 
tenance of regional boards or by such other means as may be decided upon 
by agreement between the Provinces and the Dominion. It is recogniz- 
ed that there would be objections to provincial schemes to regulate these 
matters, ofa nature similar to the objections against provincial schemes 
of unemployment insurance. It is conceivable, for instance, that pro- 
vincial schemes might tend to be impaired by pressure brought to bear upon 
local authorities administering such schemes to ameliorate regulations in 
order better to permit the products of such Province to compete with 
those of another Province, and that even where no deliberate attempt 
was made to do this, a local administration might be handicapped by the 
ever present fear of putting industries within that Province at a relative 
disadvantage by increasing the costs of production. It is, therefore, 
conceded that if proper safeguards can be imposed and maintained, 
Dominion regulation of these matters would be preferable to individual 
regulation by each of the Provinces. 


The Present Constitutional Situation 


The present situation in respect of legislative competence to deal 
with unemployment insurance, maximumhours of labour and weekly 
rest will now be indicated. 


Unemployment Insurance. 


The constitutional situation in respect of insurance, including the 
more restricted field of unemployment insurance, may best be appreciat- 
ed by considering very briefly four cases which were decided in the Privy 
Council between the years 1881 and 1937. The first of these cases is 
Citizens Insurance Company of Canada vs. Parsons, (1881) 7 Appeal Cases, 
page 96. The Statute there in issue and of which the constitutional 
validity was impeached was an Act of the Legislature of the Province of 
Ontario designed ‘‘to secure uniform conditions in policies of insurance.” 
This Statute provided certain statutory conditions that were to be print- 


a! ‘ ‘v) 
7a) Wr Pa Gln i 


é 4 : ' 
bOGh ont bse Ga on i nt 
. aa “as Beet = \ ree Mas 
oe iris } Poy bs Foren faye i 
a aa) i “ie 7 a 
ae A a oni) rape fe 
>a sheen Ae AAAI wes. 
haath! by ws “7 4 say iL). 3 a ‘ 
TAR te ee fey URN, «45:1 Te) 
1) fue ty 1 er oia 6 y ’ 
ieey) 7. ‘1D LeeLee ee 
Addo usd dah idiot 
ni, a wen eM AEA id Bri ; isvis 
Sie ys “ne 4. 4a SES 
py eirid | ALE 
Pat Drive Mie be Be eh 
cy tie Rede ‘ry met 05! ¥ 
ee AN) Stern : 
: i an er SIM be i } fi J 
dolag Mis ea? | en Peary 1 “th 
ete tbh (Netnie Fw ise ; ( 
Aya wee on aie sii +gaer) ate ; 
od eis ae hoe | 
De aiias: foal DversB a caw lie 
Wy)! Ai 1%. 7 oe 
oye Tus, PM hole 
Who ee 
fri) ood en) 
a cal % A t- ; a 
WAR a) 
DAT Al. ei i 
j\ gale pat ; a bis : 
ay G20 =.. . 
s = 
; t ) Ut ee ee elds F 
i: ne OM tite 40 Soma Avera” 2 Se 
; Kt a DO a Or et a) Sieg 


Gi} 0 + one iuemisic :) eer 

g=1% gal a5 sie) aa: he bi ak atl rigs 
as 4 tok ke en ae SP = 
at | Pa eis? os 
a . i 1g Bir fees ate 


“7h mt. a 
‘ % . > Oe e 


AT 


ed upon the policies and to have effect unless expressly varied by the 
parties. The statutory conditions covered such matters as the condi- 
tions of the liability of the insurer in cases of double insurance; and the 
conditions of the liability of the insurer resulting from loss while certain 
dangerous substances were on the premises insured. The decision of the 
Judicial Committee of the Privy Council was delivered by Sir Montague 
Smith, who said in effect that the Ontario Act related to the subject of 
property and civil rights within the Province under Section 92 (13) of the 
British North America Act and that it did not come within the regula- 
tion of trade and commerce under Section 91 (2) of the Act, which head- 
ing would include political arrangements in regard to trade requiring 
the sanction of the Dominion Parliament, the regulation of trade in 
matters of inter-provincial concern, and perhaps the general regulation 
of trade affecting the whole Dominion but that it did not include powe 

to regulate the contracts of a particular business or trade, such as the 
business of fire insurance in a single Province. The other grounds of the 
decision are not material to this discussion. 


In 1916 in the case of Attorney General for Canada vs. Attorney Gen- 
eral for Alberta, 1916 1 Appeal Cases, page 588, Secticns 4 and 70 of the 
Insurance Act, 1910, (Canada) were considered by the Judicial Commit- 
tee of the Privy Council. The former Section provided in effect that no 
person or company should carry on an insurance business in Canada with- 
out a license; the latter Section provided penalties for violations of Sec- 
tion 4 and other Sections. The Court was asked to decide whether these 
Sections were zntra vires the Dominion Legislature and whether Section 4 
affected a foreign corporation doing business in only one Province. The 
decision of the Privy Council was delivered by Viscount Haldane, who 
said in effect that the authority given the Dominion Parliament under 
Section 91 (2) of The British North America Act does not extend to the 
regulation by licensing of a particular trade in which Canadians would 
otherwise be free to engage in the different Provinces; nor was such legis- 
lation supported by the general words at the beginning of Section 91 
which authorized the Dominion Parliament to make laws for the peace, 
order and good government of Canada in relation to all matters not com- 
ing within the classes of subjects by the Act assigned exclusively to the 
rag. cee the Provinces; the rest of the decision is immaterial to 


In 1932, in the case, In Re The Insurance Act of Canada, 1932 Ap- 
peal Cases, page 41, the Privy Council was called upon to examine Shes 
tions 11, 12, 65 and 66 of the Insurance Act, being Chapter 101 of the 
Revised Statutes of Canada for 1927, and Sections £65 20 and 21 of the 
Special War Revenue Act, being Chapter 179 of the Revised Statutes of 
Canada for 1927. Section 11 of the former Act provided in effect that 
no Canadian company, or alien, whether a naturalized person or a for- 
eign corporation, should, except as provided in the Act, carry on the busi- 
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ness of an insurer in Canada without a license, and Section 12 provided 
that a British company or British subject not resident in Canada should 
not, except as provided in the Act, migrate to Canada to carry on such 
4 business unless under license. Section 75 and Section 66 prescribed 
penalties. 


The decision of the Privy Council was delivered by Viscount Dunedin, 
who referred to the words of Viscount Haldane in the case last referred 
to, to the effect that the Dominion has authority by properly framed 
legislation to require a foreign company to take out a license to operate 
even in one Province of Canada, but went*on to say that “under the 
guise of legislation as to aliens they”, (the Sections of the Insurance 
Act under discussion), ‘“‘seek to intermeddle with the conduct of insur- 
ance business, a business which by the first branch of the 1916 case’’, 
(Attorney General for Canada vs. Attorney General for Alberta, 1916, 1 Appeal 
Cases, 588), ‘has been declared to be exclusively subject to Provincial 
law’, and that as regards British subjects, who could not be styled 
aliens, this was not properly framed law as to immigration but an at- 
tempt to saddle British immigrants with a different code as to the conduct 
of insurance business from the code which had been established to be 
the only valid code, that is the Provincial Code. As to the Sections 
of the taxing Statute which purported to tax insurers in Canada who 
insured with British or foreign companies or underwriters not licensed 
under the Insurance Act, or with extra-Dominion associations formed 
for exchanging mutual insurance contracts and not licensed under the 
Act, His Lordship said that it was insurance legislation under the guise 
of taxing legislation and therefore ultra vires the Dominion Parliament. 


It would fully appear from the foregoing that the business of insur- 
ance, in the words of Viscount Dunedin, “has been declared to be ex- 
clusively subject to Provincial law’. 


The last case to be referred to is Altorney General, Canada, vs. At- 
lorney General, Ontario, et al, Reference Re Employment and Social Insur- 
ance Act, 1935, 1987,1 Dominion Law Reports, page.684, the decision 
of the Judicial Committee of the Privy Council being delivered by Lord 
Atkin. In this case the constitutional validity of The Employment 
and Social Insurance Act, being Chapter 88 of the Statutes of Canada 
for 19385, was considered. 


Lord Akin, after remarking that the substance of the Act was found 
in Part III, said that there could be no doubt that prima facie, provisions 
as to insurance of that kind, especially where they affected the contract 
of employment, fell within the class of property and civil rights in the 
Province; that as to the argument that on the ground of the special 
importance to Canada of unemployment insurance at the time and 
some time before the passing of the Act, the provisions were justified 
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by the general words of Section 91 of the British North America Act, 
the same reply was applicable as in the Reference of the three labour 
Acts (The Minimum Wages Act, The Limitation of Hours of Work Act, 
The Weekly Rest in Industrial Undertakings Act) was made to the 
argument that those Acts could be so supported; and that moreover 
the present Act did not purport to deal with an emergency but its opera- 
tion was intended to be permanent. As to the argument that it could 
be supported under Section 91 of the British North America Act, Classes 
1 and 3, which relate to the public debt and property and the raising 
of money by any mode or system of taxation, he said that, assuming 
the Dominion to have properly collected a fund by taxation, it by no 
means follows that any legislation which disposes of it is necessarily 
within Dominion competence since it may still be legislation in pith 
and substance affecting the classes of subjects enumerated in Section 
92, and if so it would be uwitra vires; and that in pith and substance, the 
Act under examination was an insurance Act affecting the civil rights 
of employers and employees in each Province and as such was ultra 
vives the Dominion Parliament. 


Maximum Hours of Labour and Weekly Rest 


Legislation purporting to deal with these matters comprised part 
of the labour legislation which was referred to the Supreme 
Court of Canada for an opinion upon its constitutional validity. The 
decision of the Supreme Court of Canada was appealed to the 
Imperial Privy Council. The decision of the Supreme Court of 
Canada may be found reported in 1936, 3 Dominion Law Re- 
ports, page 673, sub nom Reference Re Weekly Rest in Industrial 
Undertakings Act, Minimum Wages Act and Limitation of Hours of 
Work Act, and the decision of the Privy Council may be found reported 
in 1937, 1 Dominion Law Reports, page 673, sub nom Attorney General, 
Canada vs. Attorney General, Ontario, et al, Reference Re Weekly Rest 
in Industrial Undertakings Act, Minimum Wages Act and Limitation 
of Hours of Work Act. 


In the Reference to the Supreme Court of Canada of this labour 
Legislation, these three Acts were dealt with together. In the 
Supreme Court of Canada they were held to be intra vires the Domin- 
ion Parliament by the Chief Justice, Mr. Justice Davis and Mr. Justice 
Kerwin, but wltra vires by Mr. Justice Rinfret, Mr. Justice Cannon 
and Mr. Justice Crockett. On appeal to the Privy Council all three 
Statutes were held to be ultra vires the Dominion Parliament and the 
judgment of the Judicial Committee was delivered by Lord Atkin. 


In argument before the Privy Council, it was sought to uphold the 
validity of the legislation by showing it to be treaty legislation in respect 
of which the Dominion Parliament derived competence from Section 
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182 of The British North America Act. It was sought to uphold it 
under the general words of Section 91 of that Act according to the prin- 
ciples which the Chief Justice of the Supreme Court of Canada con- 
sidered had been laid down in the commonly called ‘Radio Case’, which 
is reported sub nom Re Regulation and Control of Radio Communication, 
Attorney General, Quebec, vs. Attorney General, Canada, et al, 1982, 2 
Dominion Law Reports, page 81. It was sought to uphold it otherwise 
under the general words of the said Section 91 as a matter that had 
ceased to be merely local or provincial and had become a matter of 
national concern, relying upon the words of Lord Watson already re- 
ferred to in this Submission in the Proposition dealing with “\arketing”’, 


and which are as follows: 


“Their Lordships do not doubt that some matters, in their 
origin local and provincial, might attain such dimensions as to 
affect the body politic of the Dominion, and to justify the 
Canadian Parliament in passing laws for their regulation or 
abolition in the interest of the Dominion. But great caution 
must be observed in distinguishing between that which is local 
and provincial, and therefore within the jurisdiction of the 
provincial legislatures, and that which has ceased to be merely 
local or provincial, and has become matter of national concern, 
in such sense as to bring it within the jurisdiction of the Parlia- 
ment of Canada.” 


The judgments of the Privy Council and of the Judges of the Su- 
preme Court of Canada are of very great interest and importance and 
deserving of intensive study by all lawyers interested in this phase of 
constitutional law, by officers of the Dominion Government having to 
do with the execution of treaties or conventions between Canada and 
other countries, and by others. We are not, for the purposes of this 
discussion, interested in the fact that the respective conventions, in pur- 
suance of which the Statutes were passed, were held not to be within the 
application of Section 182 of The British North America Act, nor with 
the refutation of the view of the Chief Justice of the Supreme Court of 
Canada, Sir Lyman P. Duff, which he had based upon the ‘‘Radio Case”’ 
that “The Jurisdiction of Parliament to enforce international obligations 
which are not strictly ‘treaties’ within Section 132”’ (of the British North 
America Act) “is coordinate with the jurisdiction under this last named 
section."’ Even if the legislation had been upheld under Section 132 or 
upon the authority of the ‘Radio Case,” it would be absolutely unsatis- 
factory to have further legislation of this type dependent upon the ex- 
istence of international conventions. We are to some degree interested 
in the fact that it was held that the subject matter had not reached that 
degree of importance and urgency from a Dominion-wide standpoint 
that might perhaps take it out of the Provincial field and place it in the 
Federal field, as had become the subject matter of the Statute construed 
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in the case of Fort Frances Pulp and Paper Company vs. Manitoba Free 
Press Company, 1928, 8 Dominion Law Reports, page 629. What we 
are chiefly interested in, however, is the preliminary admission that the 
subject matters of the three Statutes are ordinarily within exclusive 
provincial jurisdiction. Witness the words of the Chief Justice of the 
Supreme Court of Canada at the bottom of page 674 of Volume 3 of the 
Dominion Law Reports for 1936: 


“The immediate question put in the precise form is this: 
Is the statute which, by its preamble, recites the adoption of the 
draft convention by the General Conference of the Labour Or- 
ganization and the ratification of that convention by Canada, 
constitutionally effective, without the assent of the Provinces, 
to alter the law of these Provinces by bringing that law into 
conformity with the stipulations of the convention so ratified; 
the matter of these stipulations being, ex hypothest, normally, 
(and saving certain specific fields of legislation with which we are 
not concerned) a subject matter of legislation within the exclus- 
ive competence of the respective provincial Legislatures under 
s. 92 of the B. N. A. Act?” 


And witness the words of Lord Atkin on page 674 0f Volume 1 of 
the Dominion Law Reports for the year 1987: 


“It was admitted at the bar that each statute affects. prop- 
erty and civil rights within each Province; and that it was for 
the Dominion to establish that nevertheless the statute was 
validly enacted under the legislative powers given to the Do- 
minion Parliament by the B. N. A. Act, 1867.” 


As has already been indicated the Judicial Committee of the Privy 
Council confirmed the view that the subject matters of these three 
Statutes were intra vires the legislative competence of the Provinces 
and ultra vires the legislative competence of the Dominion. 


By way of recapitulation it may be said 


(a) that the matter of unemployment insurance, and the 
matters of maximum hours of labour and weekly rest, are within 
Provincial legislative competence and ultra vires the legislative 
competence of the Dominion Parliament; 


(b) that for the reasons given throughout this Prop- 
osition, this Province is willing, subject to adequate safeguards 
being determined, that these matters be transferred to the 
legislative competence of the Dominion Parliament; 
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(c) and that to effect this transfer, an amendment would 
have to be made accordingly to the British North America Act, 


1867. 
Ninth Proposition 


To concede to the vesting in the Parliament of the Domin- 
ion of exclusive and effective jurisdiction to impose succession 
and death duties and income tax if a mutually satisfactory ar- 
rangement to this effect can be reached between the Provinces 
and the Dominion. 


Under Class 3 of Section 91 of the British North America Act, the 
Dominion Parliament has power to raise money by any mode or system 
of taxation, but it is likely that even under this broad power the Do- 
minion, if it sought to levy succession or death duties in the manner in 
which they are levied in some of the Provinces, might run into constitu- 
tional obstacles in respects important to the efficient enforcement and 
collection of such taxes; for example, it is submitted that the Dominion 
Parliament could not make the payment of the death duty a condition 
precedent to the passing of the property upon the death of the deceased 
person, because this would be an encroachment upon the power given the 
Province to legislate exclusively in respect of property and civil rights 
within the Province under Class 13 of Section 92 of the British North 
America Act. Aside from this, the proposal, it will be noted, is not to 
enable the Dominion to enter this field of taxation upon an equal basis 
with the Province, but for the Province to retire altogether from a field 
of taxation heretofore relied upon by all of the Provinces and exclusively 
occupied by them, in favour of the Dominion. It is appreciated that the 
recommendations that are being made for the transfer of responsibilities 
and services to the Dominion Parliament together with the further 
grants or subsidies, that are being asked for by the Provinces in respect 
of their fiscal needs, will necessitate on the part of the Dominion new 
sources of taxation and the Province therefore offers to abandon this 
field in the Domirion’s favour. 


In the same manner and for the same reasons, it is proposed for the 
Province to withdraw entirely from the field of income tax in favour of 
the Dominion. 

It has already been pointed out in this Part that in a number of re- 
spects these taxes could be administered more uniformly and perhaps 
more economically by the Dominion than they can be administered indi- 
vidually by the Provinces. 
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CHAPTER | 


HISTORICAL. 


After a lapse of seventy years a Commission has been appointed 
to provide for a re-examination of the economic and financial basis of 
Confederation and of the distribution of legislative powers in the light 
of the economic and social developments of that period. From time to 
time since 1867 conferences of representatives of the Dominion and 
of the Provinces have met to consider the financial and other relations 
existing between the Dominion and the several Provinces. Any matters 
of difference that have arisen during the greater portion of that period 
have been adjusted by conferences of the representatives of the govern- 
ments affected. Financial arrangements have formed the major subject 
for discussion, and, until the appointment of the Royal Commission on 
Maritime Claims in 1926, no previous studied consideration had been 
given to the distribution of the functions of governments and _ their 
effect upon the progress or otherwise of the constituent elements of the 
Dominion. 


Notwithstanding the fact that Section 118 of the British North 
America Act, 1867 had stated that the grants made to the Provinces’ 
were to be in full settlement of all future demands on Canada, the first 
revision granted to Nova Scotia as a result of the negotiations of 1869 
dealt exclusively with the financial arrangements of the Federal con- 
stitution. The active steps taken by the first legislature of Nova Scotia 
after Confederation for a repeal of the Union resulted in a refusal by 
Imperial authorities to give any consideration to that method of allaying 
the complaints of Nova Scotia. They stated they would not be warranted 
in advising the Imperial Government to reverse a great measure of State 
attended by so many extensive consequences already in operation. The 
Secretary of State for the Colonies, the Duke of Buckingham and 
Chandos, wrote to the Governor General of Canada that the magnitude 
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of the interests at stake rendered it a duty not to shrink frorn examining 
fully the grounds of the complaints which had been adduced; and, if 
it should prove that some of them were mistaken, and others removable, 
he indulged the hope that a different view of the subject would be ulti- 
mately taken. In dealing with the complaint that Confederation would 
in its results be prejudicial to some of the special interests of this Province 
the Duke of Buckingham stated :— 


“Her Majesty’s government feel that they need only draw 
the attention of yourself and your government to the point 
raised in the address relative to taxation, the regulation of 
trade, and the fisheries, as they are confident that it will be 
equally the wish of your government and of the Parliament of 
the Dominion to relax or modify any arrangements on these 
subjects which may prejudice the peculiar interests of Nova 
Scotia, and of the Maritime portion of the Dominion. No 
doubt it can be entertained that the Parliament of the Dominion 
will be fully alive to both the justice and the expediency of 
consulting all the various interests of the territory over which 
its jurisdiction extends.” 


It was most unfortunate that the liquidation of these Provincial 
grievances was thought at that time to have been arranged by a revision 
of the financial provisions of the Federal constitution. The special 
subsidy for a ten year period afforded slight immediate relief to the 
Provincial Treasury, though the larger subjects of taxation, trade 
policy, and fisheries which had been placed in the foreground of the 
movement for repeal, were completely ignored. 


There may have been plausible explanations for this omission. 
The tariff, while higher than the pre-Confederation tariff, was still a) 
moderate one. Little opportunity had been given to study the effect 
of union upon the important fisheries of Nova Scotia. Further, the 
hope of a reciprocity agreement with the United States had not at that 
time receded and that was regarded as a factor of vital importance in 
the relation of the Province to trade policy and the fisheries. This 
‘Better Terms’ agreement on the debt settlement and subsidy served 
to focus attention on the less important aspects of the claims presented 
by Nova Scotia. 


That special arrangement by which Nova Scotia received an ad- 
ditional yearly allowance of $82,689 ceased in ten years. A small ad- 
ditional amount came to this Province in the following years in con- 
nection with debt allowance increases which were applicable to all Prov- 
inces, and were made to recoup Ontario and Quebec for deductions from 
subsidies for the excess of debt assumed by the Dominion of Canada 
under Section 12 of the British North America Act. 
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When it was revealed by a census of 1881 that Nova Scotia’s popula- 
tion had exceeded 400,000 the subsidy grant then became fixed at 80c 
per head on that population of 400,000, and so remained for twenty-six 
years till the general revision in 1907, notwithstanding that our popula- 
tion had in the meantime increased. This revision was brought about 
as a result of the Dominion inter-Provincial conference at Ottawa in 
1906. Parliament approved of the new schedule of payments—still, 
however, on the population basis—and an amendment of the British 
North America Act was passed by the Imperial Parliament in 1907 
to effect this purpose. Under this enactment, in addition to an increased 
fixed grant for government, the amount of 80c per head was thereafter 
paid to Nova Scotia on the basis of the actual population instead of the 
previously fixed population of 400,000. 


The first attempt to give consideration, other than financial, to 
the relations existing between the Provinces and the Dominion was 
made in 1926 by a Commission appointed by the Government of Canada. 
The Right Honourable W. L. MacKenzie King, Prime Minister of 
Canada, wrote to the Chairman, Sir Andrew Rae Duncan, and members 
of the Maritime Royal Commission advising them that they were asked to 
undertake a task of national importance in enquiring into Maritime 
Provinces grievances. The Commission was to interpret its instructions 
and its duties in no narrow sense, but to take every opportunity for 
fullest and frankest discussion of the economic difficulties facing that 
part of the Dominion, the efforts which had been made to overcome 
them, the causes of any short-comings in these enquiries, and the most 
effective and practicable remedies. 


As a result of the findings of the Duncan Commission some of the 
serious grievances which the Maritime Provinces had placed before 
the Commission were adjusted, and the long standing financial dis- 
ability in which these Provinces had been placed was somewhat alleviated 
by the interim subsidy award paid by the Dominion Government and 
its confirmation and increase by the White Commission.’ 


But, while acknowledging this debt of gratitude, it is necessary 
to point out omissions made in the investigations and reports of these 
Commissions. They failed to enquire into Federal trade policies and 
various other matters affecting the economic welfare of this Province 
and its relation to the Dominion of Canada. It is not necessary at the 
present time to traverse the reasons given for the failure to inv estigate 
thoroughly, the economic problems affecting the Maritime Provinces 
further than to say that this major field of economic enquiry was left 
untouched until the appointment by the Government of Nova Scotia 
in 1934 of a C sins consisting of Professor J. H. Jones of Leeds, 


England, Alexander S. Johnston, Esq., C. M. G., of Ottawa, and Dr. 
Harold A. Innis of Toronto, 
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That Commission enquired fully into the effect of the fiscal and 
trade policies of the Dominion of Canada upon the economic life of 
this Province, into the adequacy of the then existing financial arrange- 
ments between the Dominion of Canada and the Provinces in the light 
of the powers and obligations of the Dominion and the Province re- 
spectively under the Federal constitution, and into other matters affect- 
ing the economic welfare of Nova Scotia and its relation to the Dominion 
of Canada. 


I am happy to be able to present to you the report of this Com- 
mission and the appendices containing studies dealing with the economic 
life of this Province in its relation to the Confederation, and I trust 
that they may be of some value in elucidating the problems you have 
undertaken under the terms of your Commission. There will be as 
well available to you the submission made on behalf of the Government 
of Nova Scotia and prepared and presented by Norman MeL. Rogers, 
a distinguished son of this Province. 


As previously stated, we have regarded it as unfortunate that in 
dealing with maritime claims to relieve disabilities no consideration 
was given to the economic factors affecting the life of the people of 
these Provinces. Your attention is called to the concluding paragraph 
of the report of the White Commission, in which it is said :— 


“In concluding our Report we deem it advisable to say 
that in reaching our conclusions we have endeavoured not to be 
influenced by conditions in the Maritime Provinces due to the 
present world depression in which all the Provinces of Canada 
have shared, nor by a comparison of grants made for relief 
purposes by the Dominion to the several Provinces, because 
such conditions are common to all and in some present more 
acute problems for temporary assistance than in others. We 
have dealt with the claims presented to us on the evidence of 
specific facts pertinent to the subject-matter of our inquiry 
and of long-continuing conditions peculiar to the Maritime 
Provinces and not common to the other members of Confedera- 
tion.” 


‘We have accepted the award made by the White Commission im- 
plementing the judgment of the Duncan Commission as an endeavour 
to settle long outstanding grievances and inequalities with respect to 
the subsidy arrangements existing between the Provinces and the Domin- 
ion. We have not accepted it as the final settlement of the fiscal] relations 
that now exist nor have we regarded it as a full settlement of all future 
demands! We feel that in the light of the development which has 
taken place in the last seventy years in the different standards of living 
and in the application of these standards to the people of today, the 
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time has come for a review of all these inter-acting factors in deter- 
mining the relations between the Provinces and the Dominion of Canada. 


I desire to state to this Commission, as I stated to the White Com- 
mission, that that Commission could only by the terms of its appoint- 
ment deal with the recommendations of the Duncan Commission for 
a determination and assessment of the actual amounts to be awarded 
to this and the other Maritime Provinces to meet recognized genuine 
claims for readjustment of financial arrangements between the Dominion 
and these Provinces. 


* In endeavouring to sum up Nova Scotia’s case to the White Com- 
mission, I stated that it could be reduced to a series of five propositions :-— 


“Our first proposition is that the Duncan Report contem- 
plated an upward revision of the money grants now being made 
to Nova Scotia. I do not need to elaborate in any way upon 
that. 


Proposition No. 2 is that the history of previous financial 
arrangements between the Dominion and the provinces of 
Canada indicates that fiscal need has been in most cases the 
dominating factor. In some of these cases the assistance given 
by the Dominion was not stated to be on the ground of fiscal 
need, but in reality fiscal need was the principle upon which the 
Dominion acted, and was the factor taken into account at 
Confederation. 


The third proposition is that fiscal need exists in Nova 
Scotia today for the following causes: 


(a) The proportion of our subsidy has dropped; 


(b) because of the poverty of our people, who, judged 
by almost every test, are the poorest in Canada, and con- 
sequently the least able to pay taxes to the province; 


(c) because our sources of provincial revenue have been 
impaired; 


(d) because of the effect of the tariff policy of Canada on 
the people of Nova Scotia. 


Our fourth proposition is that, alternatively, if Nova 
Scotia is not entitled to consideration on the ground of fiscal 
need, she is entitled to compensation because of the debt allow- 
ance granted to other provinces. And the fifth proposition is 
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that Nova Scotia is entitled to favourable financial considera- 
tion because new lands have been given to certain other provin- 
ces. In certain cases subsidies were given in lieu of lands and 
then the subsidies were continued after the lands were given to 
the particular provinces. In other cases, lands belonging to 
the Dominion as a whole were granted to certain provinces. 
In such cases the actual and potential wealth of the provinces 
concerned has been increased by these acquisitions of lands, and 
the rights of the remaining provinces have been disregarded. 


I should like to say one other thing. I do not believe that 
subsidies are enough. I agree entirely with the argument of 
Nova Scotia’s counsel before the Jones Commission that sub- 
sidies are not enough. What we need in Canada is a general 
revision of the British North America Act, especially with 
regard to financial arrangements between the Dominion and the 
provinces. ‘That cannot be done in a day or a week or a month. 
It is a matter for one or two years....... Consideration should 
be given not only to what ought to be done in the way of money 
grants but how the whole field of taxation should be allotted; 
what services should be taken over by the Dominion and what 
by the provinces, and what services that are now being perform- 
ed by both the Dominion and the provinces should be definitely 
assigned to one or the other, in order to prevent that duplication 
and overlapping of services which we have in many cases today, 
notably in the departments of Agriculture and to some extent 
in the departments of Health. I repeat, then, that subsidies 
are not enough. This Commission is bound, however, by the 
terms of its reference to do what it can towards making now the 
reassessment contemplated by the Duncan Report.”’...... 


“Now, I do not associate myself with the statement that was 
made some time ago by one of the provincial representatives, 
to the effect that if we are given a favourable settlement here 
we shall never be back. I intend to come back, and I intend 
to keep on coming back until the whole matter of the relations 
between the Province of Nova Scotia and the Dominion is settled 
equitably and fairly, and until Nova Scotia is given some chance, 
which I think she does not now enjoy, to live her life as she 
should live it on a basis of equality with the other provinces. 
I cannot do any better than read something which I prepared 
before in a submission to the Jones Commission. I endeavoured 


there to review something of the history of Nova Scotia, and | 
finally said this: 


‘Sometimes, in a remote section of country, the Wway- 
faring traveller comes suddenly upon the remains of a town 
or \ ace which once knew prosperity but for a variety of 
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reasons has fallen behind in the march of progress. Its 
fate is written on its deserted streets, its unpainted houses, 
its abandoned farms and factories. It has accepted its 
sentence and has sunk below the margin, so to speak, of the 
current standards of economic advancement. It is to 
avoid such a fate as this that Nova Scotia seeks redress for 
its disabilities. And it bases its claims on the principle 
that a federation defeats its primary purpose if, through 
its constitutional arrangements or by policies instituted 
by the national government, it accomplishes the debilitation 
of one or more of the political communities of which it is 
comprised.’ ”’ 


Itis very desirable, therefore, that at the outset it should be under- 
stood that the submission of the Province of Nova Scotia on all matters 
which come within the purview of this enquiry, will present arguments 
and considerations that will be applicable alike to all the Provinces of 
Canada. The principles to be followed in the relation of one Province 
to another and with the Dominion must be broad enough to give the 
proper recognition which both the Dominion and the Provinces in their 
respective jurisdictions exercise within the realm of the federation. 
Claims there will be, but it is hoped that some machinery may be devised 
as a result of the findings of this Commission that will enable some speedy 
adjustment to be made of the problems that from time to time arise in the 
progress of the Dominion. 
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CHAPTER 2. 


FISCAL NEED THE DOMINATING 
FACTOR IN FEDERAL SUBSIDIES. 


In respect of the financial arrangements between the Dominion and 
the Provinces, detailed reference has been made in the submissions of this 
Province to the Duncan Commission, and to the White Commission, as 
well as in the submission made to the Jones Commission, all of which 
are available for your consideration and study. 


When the Fathers of Confederation adopted the equal per capita 
subsidy principle as the means of compensating the Provinces for the 
complete surrender of the taxing powers by way of customs and excise, 
it was necessary to decide upon the amount to be granted. A Committee 
composed of the Finance Ministers from the various Provinces was form- 
ed and after the whole list of expenditures had been carefully examined, 
removing all unnecessary services and reducing items of expenditure to 
the lowest possible figure, the total Federal subsidy necessary to supple- 
ment Provincial revenues was found to be equal to eighty cents per head 
of the population. This amount, supplementing their territorial and 
other revenues that had been left to the Provinces, would, it was thought, 
enable the Provinces to discharge satisfactorily the functions of govern- 
ment allotted to them under The British North America Act. In other 
words, it was the fiscal needs of the Provinces as set up which determined 
the amount of the per capita grant. The attempt to make this a final 
settlement gave no consideration to the urgent demands which modern 
conditions would impose upon the Provinces in the way of education, 
hospitals and charities, the administration of justice, and other expendi- 
tures of a local and necessary character. In fact, fiscal need was the 
principal consideration in the arrangements with the new Provinces, 


though interest on debt allowances was thrown in to make up the totals 
required. 


Fiscal need has also been the primary justification put forward for 
most revisions since 1867 in favour of individual provinces, and in 1907 
of the provinces collectively. 
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The first revision occurred in 1869 in the grant of Better Terms to 
Nova Scotia. John Rose, the Minister of Finance to whom was referred 
for report the claims of the Province, found that ‘‘the local sources of 
revenue at present possessed by Nova Scotia are inadequate to carry 
on the services devolving on the Province.’”’ To meet the case, he 
recommended an additional special subsidy ona per capita basis equi- 
valent to that of New Brunswick, estimating that this would enable 
the Province to carry on its services on a ‘‘moderate but efficient footing”’ 
without resort to direct taxation. 


On four separate occasions (1875, 1879, 1882, 1885) Manitoba’s 
subsidies were increased, obviously because of fiscal need, though in 
each case lip-service was paid to the rule of uniformity of treatment by 
increasing arbitrarily the population base for subsidy payments. A 
special subsidy in lieu of land was also granted and the lump-sum subsidy 
increased to make up the required amount for the conduct of government. 


On the other hand, during the same period frequent pleas of need 
were advanced by the Maritime Provinces and Quebec, but without 
success, though special treatment was accorded New Brunswick and 
Prince Edward Island on other grounds. Indeed on more than one 
occasion the Dominion Government affirmed that fiscal need, even if 
proven to exist, did not constitute a right to subsidy increases. It held 
that the rule of uniformity of treatment was paramount, and that ad- 
ditional subsidies granted to one would need to be extended in proportion 
to all Provinces. But the rule of uniformity did not prevent special 
treatment first of Nova Scotia, then of Manitoba, while the rule was 
only colorable and not real in the case of the newer Provinces. 


In the general revision of 1907 fiscal need was clearly the starting 
point from which subsidies were worked out. Sir Wilfred Laurier, in 
justifying the figures agreed upon in the conference which preceded 
the request of the amendment of the British North America Act, spoke 
as follows,— 


‘Why was the basis fixed in 1864 for the allotment of 80 cents? 
I have searched for the reason, and the only one I can find is this, 
that a calculation was made by the Minister of Finance of the 
various provinces according to the statement by Colone! Grey, 
by Mr. Brown, by Dr. Tupper, by Sir Leonard Tilley, by Mr. 
Shea and others, and they came to the conclusinon that this 
would be a fair basis upon which to meet the wants of the provin- 
ces. That was their judgment, and in 1906 we took as a basis 
of judgment of the ministers of the several provinces assembled 
with us, who told us that, according to their experience, this 
was the amount they needed in order to carry on their public 
affairs. They had no other basis than that.” _ 
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The subsidy arrangements of 1907, for the first time since 1867, 
brought fiscal needs relatively within a formula of uniformity. JLump- 
sum subsidies and per capita subsidies were done away with and provisions 
made for automatic increases for all Provinces on a sliding scale in pro- 
portion to their populations. But here again -fiscal need defied unifor- 
mity of treatment, Prince Edward Island and British Columbia being 
accorded more favourable treatment than other Provinces because of 
their peculiar difficulties. Prince Edward Island, it was said in Parlia- 
ment, ‘“‘had not profited by Confederation.” 


Without going into any further particulars, the fact that fiscal need | 


has been a dominating factor governing revision of subsidies will be 
borne out by reference to the more than twenty-five instances since 
Confederation when “better terms’? have been granted. Many details 
of these are to be found in the Submission made by the Government 
of Nova Scotia to the Duncan Commission, pp. 1-105, and in the Sub- 
mission of the Government of Nova Scotia to the Jones Commission, 
pp. 3-38, and Chapter XIV, pp. 158-196. 


Finally the Duncan Commission on Maritime claims expressly 
recognizes fiscal need as a paramount consideration. It admits claims 


to compensation for unequal treatment as compared with the western. 


Provinces, but the more important consideration is obviously fiscal 
need. It recommends immediate interim payments because of the 
“present state of grave necessity’’ of the Maritime Provinces. It esti- 
mates that ‘“‘these payments, also, will enable the provinces to under- 
take the more extensive program in relation to agriculture, colonization, 
education and other spheres of administration, which, they represented 
to us, they were precluded from undertaking now because of the in- 
adequacy of their assistance from the Dominion Government.”’ 


[t should be stated that this view was stressed in the presentation 
of the case of Nova Scotia to the White Commission, though Counsel 
for the Dominion Government placed before the Commission the state- 
ment that fiscal need and unequal prosperity were not admissible as 
grounds for additional subsidies: 


“The proposition that fiscal need of any province is a 
basis for the granting by the Dominion of subsidies to the 
government of that province, and the proposition, necessarily 
closely connected therewith, that it is a function of the Domin- 
ion Government to maintain as nearly as possible equality of 
prosperity between the provinces, at least in so far as that 
prosperity depends upon Dominion Government activities and 
expenditures, are inadmissible and should not be accepted by 
this Commission, for a number of reasons, the more import- 
ant of which may be summarized as follows: 
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“(a) These propositions are contrary to the constitutional 
principles of Confederation ; 


“(b) From the point of view of scientific government they are 
unsound and highly undesirable; 


“(c) The objectives contemplated by these propositions are 
impossible of fulfilment, even in a broad general way; 


“(d) The present Commission could not properly consider these 
propositions as regards only three of the, provinces, as 
even if these propositions were admissible it would be 
necessary to deal with them as regards all the provinces 
and not only as regards certain of them.” 


Counsel elaborated this view, and submitted data at some length 
alleging the repugnance felt by the Dominion Government to any depar- 
ture from the principle of equality of treatment and its refusal to accept 
fiscal need as the basis for granting of subsidies. 1 quote further: 


“The fact that Canada is a confederation and that by its 
constitution the functions of government are divided between 
the Dominion on the one hand and the respective provinces on 
the other, each being sovereign and independent within its own 
sphere, makes it quite clear that the makers of that constitution 
did not propose to adopt the unscientific theory that the Dom- 
inion Government should be required to provide by means of 
money grants for the fiscal needs of any of the autonomous 
states within the confederation; in other words, to make up by 
means of grants the deficits of the various provinces; nor the 
equally unsound theory that the Dominion Government should 
be required to preserve equality of prosperity among the prov- 
inces. 


It was further alleged by counsel for the Dominion that the basing 
of subsidies on fiscal need was unsound because it would obviously be an 
incentive to extravagant spending on the part of the recipient govern- 
ments. Further, it was stated that the proposition presented by Nova 
Scotia should be rejected because of the impossibility of its fulfilment. 


Now, while the White Commission recognized the claims of Nova 
Scotia and based them ‘“‘upon broad and general considerations of fair- 
ness and equality having regard to the treatment enjoyed by the Prov- 
inces under the same headings and to the economic disadvantages to 
which the Maritime Provinces are peculiarly subject, owing to their iso- 
lated geographic position’’ the majority report rejected fiscal need as a 
basis upon which subsidy adjustments should be made, and stated :— 
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“With reference to this theory of “‘fiscal need”’ as a compell- 
ing ground for increased subsidies from the Dominion Treasury 
when the condition of any Province ‘has become sufficiently 
exigent,’ it must be admitted that as a matter of fact financial 
necessity has lain at the basis of most, if not all, of the revi- 
sions and special grants of subsidies to Provinces since Confeder- 
ation. In the case of the first members, financial necessity on the 
part of one or more has induced the Dominion, however unwill- 
ingly, to come to their relief, and make some further provision 
in amelioration, for the time being. As new Provinces were 
admitted, provision had to be made owing to the necessity of en- 
suring that they would be possessed of revenues adequate to dis- 
charge the legislative and administrative functions assigned to 
the Provinces under the terms of the Constitution. That this 
object was accomplished in guise of grants “‘for the support of 
Governments and Legislatures,” “in aid,’ or as ‘‘debt allow- 
ances,” or, “‘special circumstances” is not of moment. No 
doubt endeavour was always made to exhibit uniformity of 
treatment under these headings, but the object was to supply 
such a reasonable measure of assistance to the Provinces so 
dealt with as to enable them to carry on the functions of Gov- 
ernment. But while all this may be admitted, we do not think 
that a policy which has prevailed whereby certain Provinces in 
financial distress from time to time have been aided to a limited 
extent by the Dominion, should be deliberately adopted as a 
rule of action generally applicable in the matter of the financial 
arrangements between the Dominion and the several Provinces. 
To do so would inevitably lead to conditions harmful and dang- 
erous in the extreme to both the Dominion and the Provinces 
themselves. A rule or practice whereby the Government of a 
Province, supreme within its own jurisdiction and not subject 
in its financial administration to supervision by the Dominion 
Parliament would be authorized or permitted, as a matter of 
course, to demand from the Dominion Treasury any sums neces- 
sary to meet recurring deficits, could only lead to disastrous re- 
sults, encouraging Provincial governments to disregard sound 
principles of administration, and making the Dominion responsi- 
ble for, so to speak, underwriting Provincial expenditures over 
which it could exercise no control whatsoever. It is a sound 
general principle, under our constitutional system, that the 
Governments of the Dominion and of the several Provinces 
should be held strictly responsible to their respective electorates 
for the conduct of their administrations. Responsibility must 
go hand in hand with authority. Power to spend must entail 
responsibility for expenditures.”’ 
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The majority of the White Commission stated that asa result — 


“The Government of the Dominion would have to sit in 
judgment upon the questions as to whether the Provincial ad- 
ministration had or had not been economical; whether or not a 
Provincial Government had exhausted all available sources of 
revenue; and whether all the functions which it was exercising 
were necessary in the degree to which they were being exercised. 


‘Upon these different questions there is room for serious dif- 
ferences of even impartial opinion. Under our political system, 
from which the spirit of strong partisan bias can never be wholly 
excluded, grave abuse through favouritism towards individual 
Provinces and consequent discontent on the part of other Prov- 
inces whose Governments were not so favourably regarded 
would surely follow the acceptance of even this modified test of 
‘fiscal need”’ in the case of Provinces seeking further subsidies in 
aid from the Dominion Treasury. It must also be borne in 
mind that what might appear even to the taxpaying public of a 
Province as economical administration in a period of abundant 
revenue might transpire in the light of a subsequent period of de- 
pression to have been the very opposite of economical. In a 
period such as the first mentioned, the Dominion Government, 
even if convinced that the Provincial administration in question 
was laying, by its expenditures, the foundation for subsequent 
acute financial distress, would have no power to exercise any 
measure of supervision and control. 


‘When any Province is in such a necessitous condition, with 
its own credit exhausted, it is, of course, proper for the Do- 
minion Government, if it deems the maintenance of Provincial 
credit to be of national importance, to come to the aid of that 
Province by way of a guarantee of its temporary borrowings 
or of a direct loan to be repaid with interest as soon as, by reason 
of improved conditions or of economies effected by the Province, 
its credit has been restored and it is thus enabled to extricate 
itself from its financial difficulties. But this is quite different 
from saying that, in such a case, the Dominion should assist by 
voting a special subsidy in aid, because such a subsidy is a gift 
and not a loan and would be provided at the expense of all the 
people of Canada and not solely by the people of the Province 
in question. For the foregoing reasons we feel obliged to reject 
this proposed test of ‘‘fiscal need” and proceed to consider upon 
other grounds the claims of the Maritime Provinces for increased 
subsidies under the caption to this section.”’ 
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This dictum of the White Commission is quoted at length because 
at a later stage in this submission it will be shown that the objections 
raised to the test of fiscal need are not insuperable and may be overcome 
in a federacy, even if ‘‘the spirit of strong partisan bias’’ is too prevalent, 
as is alleged. It should be stated that the Honourable Chief Justice 
Mathieson, a member of the White Commission, recorded his dissent 
from the foregoing conclusions. 


The fact that frequent subsidy revisions have been necessary for 
this Province and for others, is evidence of the changing social philosophy 
and the changing centre of gravity in the Canadian economy during 
the last seventy years, a changing condition which was required to be met 
whether ‘‘fiscal need”’ is or is not one of the determining factors in the 
solution to be arrived at. These combined changes have put new bur- 
dens on the Provinces as a whole, and at the same time affected their 
relative ability to meet their increased responsibilities. Whether the 
original coat was well tailored is not to the point; the boy has outgrown it. 


The principle of fiscal need has run through Dominion-Provincial 
relations for long, though never definitely accepted. If it were accepted 
and if this Commission were able to secure a formula to embody the 
principle, then the resultant payments to Provinces would allow for their 
inequality of advantage from national policies, their differences in nat- 
ural resources, etc. All these factors which cannot be measured singly, 
can be considered in their total effects on the Provinces. Payments to 
Provinces on the basis of fiscal need would take account of all factors 
affecting the Provincial economic position. And if a formula were 
found to express this need, subsidy payments would become automatic. 


If fiscal need were acceptable as a basis for Dominion subsidies, and) 
if a satisfactory formula were found, it would not follow that Prov- 
inces could spend as they pleased, and then show need. The ‘fiscal need’ 
system requires austerity in application, and Provinces must show that 
they are not extravagant, that they are not trying to perform services 
in advance of other Provinces, and that they are levying on their people a’ 
fair burden of taxation. The two latter requirements can be readily 
tested by audit, but in order to show that they are not extravagant, 
Provinces may have to be willing to subject their expenditures and taxes 
to the sifting of some appointed tribunal or board. In Australia, where 
this method of fiscal need is used, the Commonwealth Grants Commis- 
sion makes detailed investigation of the States’ accounts. 


The Grants Commission, in the first year that it met, recommended 
grants for the claimant states for 1934 and 1935 so that they might func- 
tion with reasonable effictency at about the standard of the other States, 
and determined those special grants on the basis of financial needs. 
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That operative principle, tentative at first, was confirmed in the 
Commission’s second report with this conclusion, ‘‘that the relative 
financial position of the States when analysed with sufficient care and 
understanding was the only basis on which special grants should be 


made.” 


Further consideration and another year’s experience led the Commis- 
sion to the following conclusion, set forth at paragraph 164 of the Third 
Report :— 

“Special grants are justified when a State through financial 
stress from any cause is unable efficiently to discharge its func- 
tions as a member of the federation and should be determined by 
the amount of help found necessary to make it possible for that 
State by reasonable effort to function at a standard not appreci- 
ably below that of other States.”’ 


In Chapter VI of the Third Report the Commission very fully sets 
forth the reasons why they arrived at that conclusion. To the argu- 
ment that extravagance is encouraged it is stated: “‘Such a condition 
of financial ease makes extravagance possible, but the same possibility 
is open to any unitary Government. The safety in all constitutions 
lies in a due dependence of those who administer them upon the people.”’ 


In the earlier stages of the Australian confederation the central 
government raised revenue by customs and excise, transferring the sur- 
plus to the State governments. This state of affairs came to an end in 
1914 when the war imposed heavy burdens upon the Commonwealth; 
thereafter grants were made on the basis of 25 shillings per head of popu- 
Jation and were fixed upon no definite principle. Australia’s Commis- 
sion says, paragraph 171, Third Report -— 


“The population basis has no outstanding claim except 
that it is simple and along the line of least resistance. It does, 
in fact, give some help to States where incomes are lower, and 
consequently public finance more difficult. There is no reason 
why transfers, if they are to be made, should not be adjusted so | 
as to give more weight to the relative financial position of the 
States.” 


The government of Australia found, as was found in Canada, that 
a population basis for grants did not and could not in its very nature 
suffice and new devices were conceived, such as Federal aids to roads, etc. 


The weaker position of some of the States being recognized, the 
Commission then states definitely, paragraph 174, Third Report :— 


“We would determine special grants, therefore, by a strict 
measure of financial needs. The necessity of special grants 
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arises from two different considerations. The financial scheme 
of the Commonwealth coupled with certain economic causes 
tends to produce inequalities as between the States, and where 
these are sufficiently severe some States find it impossible by 
their own efforts to discharge their functions with reasonable 
efficiency. In such circumstances there is a case for rectifying 
the inequalities. States may also become so embarrassed 
financially by various causes, apart from the operation of federa- 
tion, and sometimes by their own faulty policy, that they are 
unable properly to discharge their functions to their citizens of 
the Commonwealth. Whenever they are in this position we 
say that special grants should be made, and should be determined 
by the amount of help found necessary to make it possible for 
the State bv a reasonable effort to function at a standard not 
appreciably below that of other States. Thus we base special 


7 


grants on needs.” .... . 


“That it can hardly be disputed that needs, when inter- 
preted with due austerity, are one sufficient cause for grants, 
though there may be others. The law of self-preservation is 
fundamental. A federation lives only while all its constituent | 
governments live. If one of the governments becomes, or | 
threatens to become, unable for financial reasons to discharge 
its proper functions adequately, it is a first necessity for the 
federation to give such help as will make it possible.” 


After three years of work a second Grants Commission was ap- 
pointed in Australia containing a majority of new members. This 
Commission, while free to consider new issues, accepted the principles 
previously formulated, and with respect to financial needs stated that 
alter some years of consideration the possible grounds for special grants 
were reduced to two main categories, one, the ground of needs, and 
the other, the ground of disabilities, and stated :— 


“The measure of the grant on the basis of need would be 
the amount necessary to relieve the financial difficulties of the 
State, having regard to all the circumstances. But no State 
ought to be put in a better position than other States; and, 
therefore, the average financial position of all the States has to 
be ascertained and a fair standard fixed in respect to that 
average. ‘The grants should be sufficient to enable the State 
in difficulties to function at a standard not appreciably below 
that of other States. If a State is making every possible effort 
to retrieve its position and still cannot pay its way, it should 
receive a special grant which would enable it to achieve a 
balanced budget, or, exactly to come as near a balance as other 
States.” 
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In presenting its argument before the White Commission the govern- 
ment of Nova Scotia justified its claim for reassessment of the subsidy 
arrangements, not only upon the ground of fiscal need, but upon that of 
compensation for impairment of resources of Provincial revenue. — 


This is in reality a corollary of the fiscal need basis, as it is obviously 
impossible, apart altogether from other considerations, for the Province 
to meet its financial obligations in respect of the matters under its control 
if the sources of its Provincial revenue are being impaired by any in- 
fluence outside of its own authority or jurisdiction. 


In several instances the Dominion has added to the subsidies of 
certain Provinces on the alleged ground of compensation for impairment 
by the Dominion of the sources of Provincialrevenue. Thus when New | 
Brunswick gave up its right under the British North America Act, 1867 | 
to levy export taxes on timber because of the Treaty of Washington 
which prohibited such taxes on American timber transported down the 
St. John River, the Dominion compensated New Brunswick by a special 
subsidy of One Hundred Fifty Thousand Dollars. This was evidently 
far in excess of the revenue obtained by New Brunswick from this source. 
Moreover, the Province was at the time clamouring for additional sub- 
sidies, especially the continuance of the ten-year special grant made 
at Confederation. Thus fiscal need, rather than compensation, appears 
to have been the real factor determining the amount of subsidy. 


Again, on the admission of the western Provinces, Saskatchewan\ 
and Alberta, compensation for lands retained by the Dominion was 
given the Provinces on a graded scale in proportion to their populations. 
As indicated above this was merely one of the ways in which the financial 
needs of the new Provinces were met. A similar arrangement was 
made for British Columbia for loss of railway lands, and for Manitoba 
in 1885. In all these cases the measure of compensation was obviously 
need, not damages. 


Yet although the measure of compensation adopted at the outset 
was need, not damages, the principle that compensation was due has 
been admitted throughout. Sir Wilfred Laurier said in defending the 
government’s policy in retaining control of the western lands: 

“But [ frankly admit, and we must all recognize, that the 
Provinces in the west, in being deprived of the public lands, 
are deprived of a valuable source of income. 


“And in that way they complain that they are put on a 
footing of inequality as compared with the older Provinces of 
the Dominion. Realizing that fact, it is the duty of Parliament 
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fe) 
to make ample, even generous, provision which will compensate 
the Provinces for the retention of the lands by the Federal 
Government.” 


. In the settlements negotiated in 1930 with the western Provinces 
for the return of their lands, the principle of compensation for impair- 
ment of the sources of revenue is clearly recognized. The agreements 
negotiated with the three Prairie Provinces provide that they shall be 
put on an equal footing with other Provinces as regards the administra- 
tion of their lands and natural resources as from their entry into feder- 
ation. They provide also for the continuance of subsidies originally 
granted for the loss of lands and in addition for an arbitration commission 
to decide what financial readjustments should be made. 


The Natural Resources cases of the three Provinces, Manitoba, 
Saskatchewan and Alberta, appear to have established the principle 
‘that a Province has a constitutional right to adequate compensation 
‘for impairment of 1ts normal sources of revenue by the Dominion. It 
is significant that in all these cases the Dominion was acting within its 
proper legal powers. It was clearly valid to deprive New Brunswick 
of its right to levy export taxes by reason of the fact that Parliament 
in so doing was performing its treaty obligations as part of the British 
Empire under section 182 of the British North America Act, 1867. It 
was clearly within the jurisdiction of Parliament to retain the western 
lands for administration by the Dominion. Title to these lands had 
passed to the Crown in right of Canada with the acquisition of Rupert's 
Land, and Parliament had full power to create new Provinces therein 
and to provide for their constitution and administration. 


Some of the factors contributing to financial difficulties in the State 
and therefore causing financial need, are shown to be a policy of the 
- central State bearing heavily on the industry of a particular State. A 
loan expenditure incurred in the past may now be unprofitable, whether 
from original errors of judgment or from the effect of price changes in 
the world at large. Extravagances in administration or social services 
may have added to the dead-weight debt. Natural resources may 
become depleted or perhaps be relatively inferior to those of other States. 
Through a changed world demand, resources once valuable may become 
for the time non-productive. A striking example of a declining industry 
in Nova Scotia is afforded in the dried fish trade. 


A Province or State in financial difficulties due to these causes 
should be placed in a position to enable it by “reasonable effort’ to 
retrieve its position. Objection is made that such a principle when 
applied may encourage bad finance, perpetuate inferiority and lead to 
the decay of independence and sense of responsibility of the State or 
Province. The Australian Commission says ‘we do not think that the 
first part of this charge has any substance.” 
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The procedure set up to determine the standard and apply the 
principle involves an annual review of the State finances and a close 
comparison of their various activities and costs. The Third Report 


says, para. 182:— 


“Governments are thus in a position to know far more of the 
comparative costs of State functions than they did _ before. 
This knowledge and the publication of the details should stimu- 
late better financial practice and a better system of accounting. 
To this end a uniform method of presenting accounts-would also 
conitmbute...5.. . i. 


As already stated the Government of Nova Scotia is firmly con- 
vinced that some practicable method of study must be devised in respect 
of the various operations of the various governments of Canada. The 
aim is to arrive at a fairer apportionment of the whole financial resources 
of the Dominion. Responsibility is impaired if a government has too 
much or too little for its essential needs. One leads to extravagance, 
the other to inefficiency and drift. A fair submission of the total re- 
sources is the true method of obtaining responsibility in each govern- 
ment. 


The principle of fiscal needs having been accepted as a basis of 
adjustment of differences in the Australian Federal system after the 
most careful consideration and analysis, there is no reason why in Canada | 
every effort should be made to conceal the fact that fiscal need has been 
the determining factor as shown in practically all subsidy re-aliocations. — 


If it is practicable in Australia to work out a standard of grants- 
on this basis it is equally practicable to do so in Canada, but a more 
satisfactory formula must be found than has heretofore been applied 
in this Dominion. Such a method would seem best calculated to recog- 
nize the different Provincial requirements arising out of their respective 
places in the federation, their volume of resources, etc. 


The implication in the claim for an adjustment of subsidies on the 
ground of fiscal needs is that there will be an inequality of treatment in 
dealing with certain of the Provinces of Confederation. The fixing of a 
per capita basis of subsidy arrangement at Confederation was an at- 


tempt to deal with all on an equal basis. The experience of the Province 


under Confederation shows that this attempt has been from time to time 
thwarted and the Provinces have been dealt with quite differently. In 
fact, in the presentation of the case for Nova Scotia to the Duncan Com- 
mission a genuine claim for re-adjustment of financial arrangements was 
made in respect of debt allowances and in respect of territorial limita- 
tions because of inequalities and resultant injustice to the Maritime 
Provinces thereunder. The verdict of the Duncan Commission was that 


: Se > 
4 a): wi data an % ce SIVA Day gi Sah 
mii’ <<) 98 ee ade. Rese: Oe 
ft oth Lx ‘0s oom at Ha! i pull ee eyes: 

vir rr ie: OL Yi ad Vs, que 7 ote. 


if a he; ia i ple! vat) o% ne Sik, 
hg tee iy igi vii - hyn Pie ne Pep ilar: 
rey. Nee $2 eile 
TE ron pure), Lit, a ee Ot ; 
oR gale oe e age Mii 14 ae 
ree Ab gi F a a Win? tvs eo i 
al iP eb | OMICS Wis r Ais ve 
ey) ay wits yt lini, are! his i 
i j Pyle aes eri io i; 


rt 7h) cpu 2 

car ae anaets 8 | 4} 7a! * PRLS) Saphe te ie, 
pts an UMSNAN: Hi mluy, cx MSRM P0510 Sov! 
. af — ‘ Siig 194 6 a> - j : 
dale a ys at bs ' 


Ma fp pe tcet OD Sey. A) est ae ae ll 
in TV Pipl ats nae d ina Mo Nora ; : i ‘ i 
if oP ' rr phd Sacige.h¢ iis | we Wiel tid Ses | ; ie} af 
if ; 
; " 

} j ‘ ] 

, o 7 
\ a j 

faa Wie ' t 

lin aM “4a e + ; ; > nce Ul 
Aiea) Dats St oa art mCi i ; 


hy vi) Sd ee jac) Pr Gul e alam e ‘ 


06 ai bare or yw te sig 14. wo Ae 
ee | , 
_ ‘tab pal Lar ng 7 ual, 


ry 


Pin eae gun). aE «, r de els eae 0 | 


a Site eb aqajsi: HAY i ri a) ie 


; re 2 + 2 vt ae fhe, ie, ¥e ar, Mp yt 
in oie pare thay eer Wy pay Hay » mur: 
: ; if ate ae 1 | emi Fs ea yey og Ned 
a ; 1 i gies bi lp al prised nai Mal 
sl 9 y 
é 


di at nai Meee yi i an » » RG ep eaay 
3 eee ee Tks ria 


i. 


73 


consideration should be given to these facts in considering any re-adjust- 
ment of the subsidy. It is desirable to say then that, while not stressing 
unequal treatment as a present factor to be determined in making con- 
cessions to this section or that section of the country, equality of treat- 
ment given as a basis of settlement of financial questions in 1867 was over- 
ruled in the Act itself almost immediately in the case of New Brunswick 
and as an inducement to Newfoundland to enter the Confederation: 
and again it was over-ruled for Prince Edward Island and British Col- 
umbia in 1907. Inequality was frequently the cause of complaint from 
the Provinces for better terms. In the case of the western lands, while 
not admitted as a ground for changing the regular subsidies, it was used 
to give the western Provinces the same subject matter for revenue pur- 
poses as the older Provinces, namely, their natural resources. 


On the other hand, the rule of equality has been invoked by the 
Dominion on more than one occasion. to deny revision in favour of par- 
ticular Provinces, though that has not deterred revision on the ground 
_ of need or special treatment whenever occasion demanded. Indeed the 
principle of inequality and precedents of special treatment have been 


quoted both by the Dominion and the Provinces as suited the particular 
case in hand. 


Further, the rule of equality seems to have been clearly repudiated 
by all the Provinces when, on motion of the Ontario and Quebec repre- 


sentatives, the Interprovincial Conference of 1926 passed the following 
resolution unanimously :— 


“Resolved that this Conference expresses its sympathy with 
those Provinces, which, by reason of conditions peculiar to them, 
have not progressed as anticipated, and urges upon the Federal 
Government that it should favourably consider affording relief 


to each of such Provinces in a form that will ameliorate these 
conditions.”’ 


This resolution being brought to the attention of the Duncan Com- 
nussion strengthened in their view the conclusions arrived at: 


There should, therefore, be nothing sacrosanct about the rule of 
equality. Nor would it appear that any formula of equality can be 
worked out so long as the needs and problems of the different Provinces 
vary so greatly. As already stated, fiscal need rather than equality is 
obviously a sounder principle for subsidies, and one more supported by 
precedent, though it may be more difficult to apply in practice. 


| During the economic depression through which we have passed a 
vital change appears to have entered the financial relations between the 
ee OR Aue aes . ca 

Provinces and the Dominion. \\ idespread unemployment, the rising 
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costs of relief administration, the fall in prices, and the diminishing in- 
come of the Provinces made impossible in the early months of the de- 
pression the performance of their obligations to their respective peoples. 
In a special Parliamentary session in 1930 the Dominion came to their 
aid by passing an unemployment relief act. The preamble is signifi- 
cant: 


“Whereas unemployment, which is primarily a provincial 
and municipal responsibility, has become so general throughout 
Canada as to constitute a matter of national concern, and where- 
as it is desirable that assistance should be rendered... .”’ 


Among other means of relief it is provided that the Governor-in-Council 
may grant aid to any Province or municipality in any public works it 
- may undertake for the relief of unemployment. Subsequent relief acts 
have also stressed the national interest in assisting the Provinces in the 
matter of unemployment and farm relief. 


The position of the Dominion in the matter of relief aid to the 
Provinces was set forth by the Prime Minister, the Right Honourable 
R. B. Bennett, as follows — 


‘Now we endeavoured in 1930 and again in 1931, to keep 
that clear line of demarcation before us and to point out that 
there was not such a national emergency, in the sense in which 
that term is used in the judgments of the privy council, as to 
warrant the exercise by this parliament of the powers conferred 
upon the provinces. There is no power, for instance, as I read 
the judgments or as | understand present conditions in Canada, 
to enable this parliament to seize upon or take from the prov- 
inces the powers that are conferred upon them. They must 
still function as provinces; they must still discharge their con- 
stitutional obligations and duties; they must still meet the situ- 
ation as it arises. But in view of the national character of the 
unemployment problem, national in the sense that it extended from 
one end of the Dominion to the other; in view of the acute diffi- 
culties that were occurring in one province of the confederation 
by reason of three successive crop failures, it became apparent 
that this Dominion, through’ the federal parliament, should 
intervene; and the method by which that assistance could be 
given was to supplement and assist the provinces in the discharge 
of their constitutional obligations.” 


Again writing to the Prime Ministers of the western Provinces Mr. 
Bennett declared: 


‘The whole basis of our assistance to the provinces for un- 
employment and farm relief is founded upon the belief that the 
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governments of the Western Provinces would discharge their 
constitutional obligations and that the Dominion in the national 
interest should support and supplement the work of the provinces 
in the discharge of their duty.” 


But the national interest in the fiscal conditions of the Provinces was 
-advanced a step further in 19382 when the Dominion advanced, by way 
of loan, interest due on the bonds of the western Provinces. Said Mr. 
Bennett in defending the action of the government: 


‘Now I ask the chamber and particularly the honourable 
members opposite if they have any complaint to make with re- 
gard to the manner in which we have met those responsibilities. 
We found every one of the four western provinces, for reasons 
which I shall not discuss, unable to secure money with which to 
discharge their obligations in New York. Were we to let those 
provinces default or were we to lend them the necessary money 
with which to meet their obligations? Is there any honourable 
member who will stand up in his place and say: ‘You should 
let them default.” That is the problem which confronted us— 
default or a Joan. 


“Is there any honourable member present who would 
suggest that we should have chosen the former alternative and 
not the latter? While some honourable members may suggest 
that it is undesirable to make advances to the provinces under 
the conditions that prevail, there is no member sitting either 
to the left or to the right of the Speaker who does not realize the 
fact that if any province, however small, wherever located, de- 
faulted, this would injuriously affect the credit of Canada asa 
whole, and what is more, adversely affect bevond any words that 
I might use, the future of the people of this country.”’ 


It is noteworthy that in coming to the assistance of the Provinces 
in meeting the burden of unemployment and farm relief, the old prin- 
ciple of equality of aid in proportion to population has been thrown over- 
board. Where the Province was able to bear its share of the burden, 
federal assistance was extended in proportion to provincial expenditures. 
Where the province was quite unable to bear its share, as in the case 


‘of Saskatchewan, aid was frankly on the basis of need alone. 


_ The position taken by the Dominion that it is under obligation in the 
national interest to come to the aid of the provinces in the matter of un- 
employment and farm relief and in supporting their credit has wide im- 
plications. It is conceivable that the Provinces might have been able to 
meet the problem of unemployment relief, and the western Provinces the 
imterest on their debts had they sufficiently curtailed, or dropped com- 
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pletely certain other functions of government and concentrated their 
financial resources on relief and interest payments. But the Dominion 
did not require them to do so before coming to their aid. Dominion 
aid thus enabled the Provinces not only to meet the extraordinary burd- 
ens of unemployment relief; indirectly it enabled them to carry on their 
normal functions of government. Indeed the inference is that the Do- 
minion expected them to do so. The Dominion thus tactily recognized 


‘its responsibility for enabling the Provinces to fulfil not only extraordin- 


ary but ordinary functions of government. 


And it is submitted that this is a sound interpretation of the con- 
stitutional obligations of the Dominion toward the Provinces. Under 
our federal system the Provinces have obligations to perform which can- 
not be performed by the Dominion. Yet their performance is of vital 
importance not alone to the people of the Province but to the nation as a 
whole. If the Provinces fail in their constitutional duties the nation as 
well as the people of the Province suffer. It is the responsibility of the 
Dominion that they have the financial resources to perform their ob- 
ligations whether extraordinary obligations, or the more normal obli- 
gations of government. Their fiscal needs are but a measure of the 
national interest. 


It is submitted further that the conditional subsidies granted from 
time to time to the Provinces, as for example, those on highways construc- 
tion, technical and agricultural education (since withdrawn), and old age 
pensions, are an implied recognition both of the national interest in the 
performance of Provincial functions and of the need of the Provinces. 
While these subsidies were at the outset a matter of grace, and not of 
right, it is significant that they were not granted indiscriminately, but 
in these cases for specific purposes, and usually on certain pre-determined 
conditions. The inference is that the Dominion considered it in the in- 
terest of the nation as a whole that these functions should be performed, 
and that, being constitutionally unable to perform the functions in 
question itself, there was no assurance that they would be performed at 
all, or if performed would be properly performed, by the Provinces un- 
aided. 


The old age pensions legislation illustrates this national interest 
in performance by the Provinces of their functions. While urging 
old age pensions for humanitarian reasons, the Right Honourable W. L 
Mackenzie King, then Prime Minister, justified the Bill of 1926 on the 
ground of national interest. He declared: 


“Human beings are the greatest of the resources of this 
country. What we are considering is human life. An indivi- 
dual, no matter which Province he is in, is an asset to the 
Dominion as a whole, and it is from that point of view that the 
Dominion is, I think, considering this matter”... . . 
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The Act of 1931, which increased the Dominion’s share for pensions, 
expressly refers, moreover, to the Dominion’s interest therein. The 
preamble inter alia states: 


‘And whereas it is desirable and would be of advantage to 
the Dominion to augment the national contributions’ (to the 
Provinces.) <0... 


In both instances the government of the day, while deprecating the 
‘method of subsidies, submitted that there was no alternative without 
amendment of the federal constitution to achieve the national aim, the 
Provinces being generally unable or unwilling to supply unaided a system 
of old age pensions themselves. 


It is, further, not without significance that in the Old Age Pensions 
Act the Dominion has thrown overboard the principle of grants in pro- 
portion to the population, a new method of aid in proportion to Provin- 
cial expenditure for the number of people eligible being adopted instead. 
This method may or may not meet Provincial need, but it emphasizes 
that in this instance at least, the old principle of grants in proportion 
to population is unworkable. 


The experience of Nova Scotia, and indeed of Canada, with respect 
to conditional subsidies has not been very fortunate. These subsidies 
were regarded doubtless as a partial compensation to the Provinces 
for the appropriation by the Dominion of the elastic source of revenue 
provided by the income tax, which had been appropriateed by the Domin- 
ion for the purpose of meeting its war obligations. Their effect was 
also to postpone for a time due consideration of subsidy arrangements 
and operated meantime to appease agitations for better terms. When 
the grants were for a fixed term of years, which was the principle adopted| 
in the Highways Act, the Agricultural Instruction Act, and the Technical) 
Education Act, the Provinces found themselves at the end of the period, 
with an expensive establishment which they were obliged to maintain 
thereafter out of their own revenues. 


Take for example, the Agricultural Instruction Act of 1913 which 
encouraged some of the Provinces to establish expensive agricultural 
schools. When the special subventions came to an end in 1923 these 
Provinces were faced with necessity of maintaining the institutions 
already established and enlarged. A similar situation was created by 
the Technical Education Act, though under that Act Nova Scotia failed 
to reap the benefits which other Provinces enjoyed. A pioneer in that 
policy, to the extent that her expenditures were made before the Domin- 
ion Act became effective, Nova Scotia was penalized for this heroic 
venture. A like situation was involved in the special provisions for 
highways construction. 
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Behind all these measures for conditional subsidies, however, there 
appeared to be a definite policy of establishing common standards through- 
out all of the Provinces,—a desideratum of great importance and involv- 
ing a new measure of federal responsibility. Certainly, almost irresis- 
tible inducements were offered by the Dominion government to the 
various Provinces to accept the contingent subsidies on the terms pro- 
posed. Where grants in aid were given to activities already carried 
on by the Provinces, there was some compensatory advantage, but 
these grants were largely for new activities to be undertaken and so 
financial difficulty was felt in the Provincial arena. 


Moreover, behind these measures there was also the assumption 
that the Provinces were capable of assuming their respective shares of 
the expenditures on these services which were required in order to take 
advantage of the Federal subsidies. The differences in the taxable 
capacity of the various provinces were not given anv serious considera- 
tion. 


All of these measures for indirect subsidies payable by the Dominion | 
to the Provinces for a fixed term, have expired and have not been re- | 
newed. The result has been that the Provinces have been left with 
increased expenditures and imperative demands to continue along | 
policies which they had not necessarily initiated. 


The conditional subsidy method, therefore, does not provide the 
solvent for the financial relations between the Dominion and the Provinces 
_and generally speaking has complicated the situation. 
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CHAP Tih > 


OPERATION OF FEDERAL POLICIES AS 
AFFECTING TAXABLE CAPACITY 
OF PROVINCE 


The history of the subsidy revisions suggests two points which 
must be stressed :— 


» 


(1) The securing of appropriate financial relations between the 
Dominion and the several Provincial governments is not simply a matter 
of redistribution of unconditional subsidies. Certain circumstances 
in the Canadian economic structure—some inherent (like the distribution 
of natural resources), others superimposed (like national policies)— 
create disparities in development as between the regions of this country. 
Subsidy revisions in the past have ameliorated, but have not removed, 
the disabilities suffered by. Provincial governments in the less favoured 
areas. And so long as wide disparities exist between regions, affecting 
their relative standards of living, and their relative profitability for 
private enterprise, the fundamental disequilibrium remains, and creates, 
among other things, economic retardation and general budgetary diffi- 
culties in the unfavoured regions. 


(2) It is difficult to measure statistically the extent to which 
national policy has affected the relative development of different regions, 
and to “‘compensate’’ them accordingly. The national policies have 
had time to sink into the Canadian system, and their indirect effects 
are now as extensive and as penetrating as their direct effects. Thus, 
for example, if one region has enjoyed special benefits of protection, 
that factor would directly stimulate its protected trades, and these in 
turn would give stimulation to its consumption trades. This reciprocal 
process has indirect beneficial effects on behaviour in the region, raising 
general expectations as to its future, and influencing the flow of labour 
and capital in its direction. In regions adversely affected by national 
policies, the reciprocal process acts downwards, and there it is equally 
difficult to measure the effects of national policy, because these effects 
cannot now be segregated from the heterogeneous elements in the various 
regions. 
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In the submission to the Jones Commission it was distinctly recog- 
nized that an exact calculation of the gains and losses under the protec- 
tive tariff was: rendered impossible by the lack of statistical detail. Any 
exact measurement for example, of the enhanced prices paid by consum- 
ers in any one Province, as a result of the protective tariff, would require 
accurate and detailed information as to the consumption of a wide classi- 
fication of manufactured goods in that province. It would also require 
accurate and detailed information respecting the prices at which these 
goods were sold to consumers in that particular Province, as compared 
with the prices at which they could be imported if the protective duty 
were removed. That information in the detail desired was not avail- 
able, but the impossibility of obtaining an exact measurement of the in- 
cidence of the tariff was declared to be no reason why an attempt should 
not be made to secure an approximate result within the range of statisti- 


= 


cal knowledge. 


These circumstance suggest that an equitable adjustment of financial 
relations between the Dominion and the Provincial governments would 
have to be related closely to the economic conditions that now exist in 
the various regions. These conditions are determined by natural as well 
as by imposed factors. So far as economic disparities are due to imposed 
factors, like the national policy, there isa case for tempering the results 
of this discrimination by readjustment of the financial relations between 
the Dominion government and the governments of the less favoured 
areas. So far as economic disparities are due to differences in natural 
resources as between regions, there arises the question as to how far the 
welfare of every section of Canada is the obligation of the federation 
as a whole. In discussions of Dominion-Provincial relations in the past, 
the principle has been definitely expressed that the welfare of the fed- 
eration as a whole was the obligation of all Provinces, and that it might 
require sacrifice from some of them. ‘The overriding necessities of the 
Dominion Government” were given in 1877 by the Dominion Minister 
of Finance as the reason for refusing to continue the additional subsidy 
granted to Nova Scotia for ten years under the ‘“‘Better Terms’ agree- 
ment of 1869. But, overriding interests, however great, do not justify a 
disparity in treatment to a Province and the undermining of its basic 
economic interests to be followed by social consequences of a grave 
character. 


The inverse of this principle, namely, that the welfare of every sec- 
tion is the concern of the whole federation, seems equally fundamental. 
Accordingly, if any region suffers economic retardation, whether through 
inadequacy of resources, or through burden of national economic policy, 
there seems to be an obligation on the whole federation, for its own good, 
to maintain the solvency of the disturbed region, and to help to promote 
within it those conditions that will allow it to contribute, rather than to 
detract, from the welfare of the whole federation. 
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The Duncan Commission in prefacing its report stated the aspects 
which must be borne in mind when examining what can be done to give 
the Maritime Provinces their rightful place in a prospering Dominion, 
and stated — 


“We believe that the claims which these provinces have sub- 
mitted in connection with the present condition, and the future 
possibilities, of their own part of the Dominion, should now be 
reviewed with sympathetic consideration and understanding, 
so that in approaching the future a better balance of territorial 
prosperity can be assured, and the original hope of Confeder- 
ation—unity, prosperity and contentment for all the provinces, 
as well as for the whole of Canada—can be made capable of 
realization. 


And, again, dealing with Trade Policy, the Commission states:— 


“Anxiety indeed was shown both by official government 
witnesses, and by the very numerous trade and other inde- 
pendent witnesses we heard lest, in a solution of their difficulties 
we stopped short of considering the other aspects that arise 
from the character of their natural basic products, namely, 
agriculture, fish, timber and coal. In our view, no greater dis- 
service could be done than to evade deliberate decision on sub- 
ject matters that lie at the very foundation of the economic pros- 
perity of these provinces.” 


Further, dealing with the question of mutual trade treaties for 
Forest Products and Fish :— 


‘We do not see that there can be any prejudice to broad 
Dominion interests by the Federal Government giving specific 
consideration to this proposal. Further, we feel that in broad 
Dominion interests a matter which so vitally affects basic 
products that are of a paramount importance to the Maritime 
Provinces must be looked at quite definitely, and specifically 
with a view to a deliberate decision being taken. We recom- 
mend, therefore, that the Dominion Government should apply 
its mind to the proposition in the light of Maritime Province 
interests, and having regard also to the position of other prov- 
inces concerned with these same products, and to Dominion in- 
terests generally.” 


And, though the White Commission deemed the scope of its enquiry 
to be limited to the matter of revision of financial arrangements, the 
Commission showed that the earlier thought that the interests of the Do- 
minion were paramount could not today be applied, but that ‘special 
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wants and interests’, referred to by the Duke of Buckingham, of the 
Maritime Provinces should be given consideration. 


“The broad economic problems of the Maritimes like those 
of the other Provinces are for the Government and Parliament, 
to consider and deal with. Increase of money grants to indivi- 
dual Provinces will not alone bring about prosperous conditions 
within their areas although it may indirectly assist by promot- 
ing, through educational and public welfare services, economic 
efficiency or by reducing taxation within the Province and thus 
lessening the burden upon trade and industry. 


“We are in accord with the claim of the Maritime Provinces 
and with the finding of the Duncan Commission that these Prov- 
inces have not shared proportionately with the other provinces 
of Canada in the economic advantages accruing to the Domin- 
ion as a whole from Confederation and in our recommendations 
have taken it into account as one of the most impressive elements 
in their case for more favourable financial arrangements.” 


The Jones Commission, appointed distinctly to consider the relations 
of Nova Scotia with the Dominion and the general effect of Federal 
policies on Provincial economic development, emphasized throughout 
the whole of its report that, as was expressed by Premier Taschereau of 
Ouebec at the Dominion-Provincial conference in 1927,— 


“To have a happy and prosperous Canada, there must be 
happy and prosperous Provinces, and the latter could do more 
for Canada than could the federal authorities. The Provinces 
were more in contact with the people, educating them, building 
their roads, and looking after their health. The Provinces en- 
acted compensation laws in favour of workmen and had con- 
trol of the judicial machinery.”’ 


Dr. Innis likewise stated in his complementary report :-— 


“We are convinced from a wide variety of evidence that 
the trend toward centralization in railways, banking, finance 
and industry tends to become less efficient in relation to the 
outlying areas and must be offset by a definite reversal in terms 
of developmental policy. Increasing centralization must be 
offset by increasing devolution, if the more distant regions are 
to guard effectively their interests. No Province has been ex- 
posed more directly to the effects of the National Policy and no 
Province deserves more careful consideration as to a policy of 
development. ...... 
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‘‘As Confederation tended to contribute to the disunity of 
Nova Scotia so a strong developmental policy would contribute 
to the establishment of unity. The Federal Government could 
not ask a greater sacrifice of a province and it cannot refuse 
sympathetic consideration to measures which will involve a 
restoration Of Unity. ee ee 


“It may be urged that centralization of policy in the Dom- 
inion is in the best interests of the Province rather than devolu- 
tion and lest we should be misinterpreted it should be said that 
we are favourable to centralization as to matters of co-ordination 
and we regard the Federal Government as becoming, to an in- 
creasing extent, a clearing house as to matters of general policy— 
a clearing house which can effectively be used with control over 
funds. On the other hand, we have been forcibly struck with 
the callousness, lack of sympathy, and general disreyard of 
broad policy, which has characterized federal supervision.”’ 


And Dr. Innis concludes his study of conditions in this Province 
thus :— 


“The extent to which the Federal Government should 
assist the province in a developmental policy will vary with 
economic conditions and with the success of such a policy. No 
attempt is made to consider the extent of support in terms of a 
uniform policy in relation to all the provinces. The problems 
of each province or region differ materially and the amounts 
which should be paid to each province will differ materially. 
In an economy such as Canada, emphasis should be placed on 
flexibility. Rigidities incidental to the -tariff, railway rates, 
prices of manufactured products, interest rates, debts and 
subsidies, should be offset to the greatest possible extent, by 
provisions making for greater flexibility. ..... .As far as 
possible the province should control and direct its services, in 
co-operation with the dominion, with a view to the greatest 
possible efficiency. The co-ordination of activities within the 
province, along the lines suggested throughout the report and 
co-operation with the federal government is an ideal to which 
the Province and the Dominion should aim. Coordination of 
the activities of the Government of the Province should facilitate 
steps in the direction of coordinating the activities of the 
government of the Dominion. Compensation is not enough.”’ 


For the reasons, therefore, already given, it appears that the search 
for an equitable financial scheme for Canada as a whole, would have 
to take cognizance of the economic conditions in different areas, the 
comparative standards of living, the comparative expectations as to 
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future development, the comparative need for certain services, or if 
one measure alone be taken, the comparative income possibilities and 
necessary expenditures of the various Provincial governments. 


To these conclusions strong support is given by the findings of the 
Australian Grants Commission which for the past four years has annually 
reviewed the finances of the Commonwealth and of the States and has 
awarded to certain claimant States special grants to meet their budgetary 
requirements. In the Third Report of the Commission, the conclusion 
which was reached by the Commission when it first met in 1933 was 
reaffirmed in 1936, paragraph 23 :-— 


“It is impossible in a federation nicely to adjust the func- 
tions entrusted to the members to their financial resources, some 
member may have more financial power than actually needed, 
and another less. Consequently, some adjustment may have 
to be made in the form of a redistribution of the revenue from 
the more favoured to the less fortunate member or members of 
the union. This must be accounted as one of the weaknesses ot 
federation. It renders it difficult to apply the principle of 
financial responsibility necessary to sound politics. In a federa- 
tion each member insists upon pursuing its own policy indepen- 
dently. If the members were prepared to pool their functions 
and resources they would not federate but form a unitary State. 
A State which claims to be sovereign should accept the financial 
consequences of the policy it determines to pursue, and, if it is 
entitled to call upon another State to assist in bearing’ those 
consequences, its responsibility is weakened. Those to whom 
this principle of responsibility appeals very strongly are inclined 
to assert that it is a vicious practice for one government to spend 
what another raises. The considerations we have advanced, 
however, suggest that this principle is not very applicable to 
federations. A government is not truly responsible if the normal 
exercise of its powers gives it more money than it needs, espec- 
ially if this result is, to an extent, accidental, as in the case of a 
customs tariff imposed for protective purposes. Nor can the 
principle of responsibility be satisfactorily applied if governments 
receive less than they require for their essential needs. In the 
latter case, services are starved, finances are embarrassed, and 
drift follows. In the former, governments become extravagant. 
We, therefore, think that some redistribution of revenue must 
be accepted as almost inevitable in any federation, and especially 
at certain stages of development. If the redistribution gives 
the recipient States considerably less than they require to raise, 
the principle of responsibility is not seriously affected. Exper- 
ience supports this view, for in all federations there is, in effect, 
some redistribution. In other words, as we have said before, 
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the various members of a federal union cannot operate in separ- 
ate water-tight compartments, for not only is it impossible 
nicely to adjust functions to resources in the financial scheme, 
but for the reasons given in Chapters III and IV various causes 
tend to make the resources of the various States unequal. 


The Commission in these chapters gives the reasons why these causes 
make the resources of the States unequal. They include problems of 
State development, such as marginal States having a much more dif- 
ficult task than the other members of the confederation, the effect of un- 
equal rainfall as a limiting factor in development, the suitability of cer- 
tain industrial and other agricultural developments to certain areas. 
They include the policy of protection which was set forth by the claim- 
ant States for subsidy as one of their main disabilities. That policy en- 
abled an increase of population to take place, but it tended to localize 
industrial wealth, and resulted in a clash of interest between claims for 
the development of primary industry by way of State assistance and of 
secondary industry by way of tariff protection. A competition arose 
between these two factors of development each frustrating the effect of 
the other, and not mitigated by an excessive increase in the tariff of the 
Federal Parliament. This greatly increased the financial strain on the 
States, just as within Canada Nova Scotia has been forced to pursue 
certain policies, to build and subsidize railways for development purposes, 
these very railways not being recognized until many years after to be for 
the general advantage of Canada as a whole. 


Among the economic factors in inequality is the establishment of a 
single unit for economic forces leading to a complete concentration of 
manufactures and financial control, and, therefore, centralizing the popu- 
lation in certain States while other States were specializing increasingly 
in a type of primary industry to which each was best suited. That con- 
centration of population and of economic power leads again to political 
control. Inevitably, unless the whole economic policy is well balanced, 
economic nationalism springs up to be a menace, and inevitably produces 
innumerable problems. While the economic unit in the modern world 
tends to become larger and larger, the political economic unit under de- 
mocratic conditions tends to become smaller. Federation is the device 
whereby the trend towards the large unit can be compromised or recon- 
ciled with the political trend towards the small one. To get effective 
decentralization the devolved powers must be constitutionally protected 
and the local authorities must have adequate financial resources and re- 
responsibility for their use. 


These economic factors produce inequality, the main features of 
which are the integration of one economic unit with specialization in 
parts; and the political division into States or Provinces which cuts across 
the economic unit, but serves the purpose of decentralization, securing a 
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more just treatment of the outlying parts, as well as a more extensive 
development of the whole area. But, in these circumstances, the gov- 
ernment of the smaller or lesser developed parts finds it considerably 
more difficult to provide the services required for their people than those 
of the more highly developed States or Provinces, the taxable capacity 
of the various units differing. 


So, the Australian Commission found that the enquiry suggested 
the existence of tendencies which had the effect of producing inequalities 
between States. They were due to the operation of normal and, on the 
whole, healthy economic forces, but in the result certain States were not 
well balanced units. Thus, while carrying on the work of the Australian 
people they had greater financial difficulties than other States. So the 
Commission concludes this chapter saying :— 


“The Commonwealth, if it is determined to preserve the 
constitution, is bound to prevent a State from collapsing and 
must give such assistance as will enable that State to give 
services at a minimum standard. But it is important to realize 
that the financial difficulties of State may be due, not to their 
own fault or to sheer financial weakness, but to some cause in- 
herent in the way in which the economy of the Commonwealth 
has grown—-to a development which is favourable on the whole, 
but occasions difficulties in the finances of certain States.” 


The following paragraph (24) might have been written by a Com- 
mission dealing with Canadian problems, for it describes exactly the situ- 
ation in this Dominion :— 


“When the Australian Commonwealth ‘Constitution was dis- 
cussed this problem was envisaged, but all its implications were 
not developed. The States, up to that time, had relied for 
their revenues very largely on the Customs, and were still in re- 
ceipt of returns from the alienation of land. This was a reali- 
zation of capital, but it was used as income to supplement cus- 
toms revenue. Direct taxation was, for this reason, small. As 
internal free-trade was a cardinal teature of the Constitution, 
it was essential that the customs and excise power should be 
given to the Commonwealth, and it was seen that the Com- 
monwealth would be in possession of this easily raised and 
abundant revenue, while the States would be deprived of the 
revenue they had been accustomed to rely upon. The financial 
scheme, therefore, had to provide for some redistribution by the 
Commonwealth to the States.”’ 


The Commonwealth Grants Commission felt bound to enquire 
whether there was any political or economic cause which worked adversely 
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to a smaller State or to States in special circumstances. As a result of 
this enquiry, it was shown that in some federations there was not only 
an uneven allotment of financial power in the constitution; but, that 
the conditions of federation tended to produce inequalities as between 
undeveloped and developed States. To the extent, therefore, that 
State finance was embarrassed by these causes, special grants were justified 
as an appropriate method of relief. Such a grant covered the effect of 
forces arising indifferently from geography, from economic conditions 
or from national policy, which tended to make it impossible for a State 
to give its citizens the standard of public service necessary for a State 
in the Commonwealth. In assessing the force of Commonwealth policy, 
it was agreed by all parties that the injury suffered by a State through 
a particular disability must be set off against benefits received by that 
State through its association with the Commonwealth. In other words, 
it was net losses or gains which were important. 


There was considerable disappointment felt in 1926 that the Duncan 
Commission had failed to enquire into the incidence of the Canadian 
tariff on the economic life of the Maritime Provinces. The terms of 
reference did not preclude an investigation of the effect of the tariff 
policy of the Dominion upon the Maritime Provinces. Yet it was not 
done. 

The Commission appointed by the Government of Nova Scotia 
in 1934 was, however, specifically instructed to deal, and its report did 
deal, with fiscal and trade policies and their effect upon the economic 
life of this Province. When the re-assessment of the claims of the 
Maritime Provinces was before the White Commission the effect of 
fiscal and trade policies was presented in the Government submission 
as one of its grounds for readjustment of the subsidy arrangements. 


Counsel for the Dominion of Canada raised immediate objection 
to any discussion of this subject, and stated that ‘‘even if it could .be 
considered it would be impossible of valuation and the subsidies would 
not be a proper remedy,” and every effort was made to prevent a dis- 
cussion of this subject before that Commission, one of the grounds 
being that the White Commission was constituted to deal with certain 
relations between the Dominion and three only of the Provinces, and 
the effect of the tariff dealt with a question of national policy which 
affected the Dominion as a whole. . 


The Chairman, Sir Thomas White, concurred in the view that the 
Commission of which he was chairman was not constituted for the 
purpose of passing upon tariff policy, and, as stated in the majority 
report, did not bring the effect of the tariff within the range of matters 


dealt with in adjudging the amount to be awarded to the several Provin- 
ces. 
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The Chairman, however, stated that he was disposed to give a 
good deal of leeway to the argument of representatives of sovereign 
governments, and, subject to the objection of counsel, received the 
presentation of the Nova Scotia Government on tariff policy as one of 
the grounds which might form a basis for subsidy re-arrangements, 
though that Commission was precluded from considering it in the assess- 
ment to be made. 


The Australian Grants Commission did, however, consider the 
effect of tariff policy, and in their opinion it imposed a severe burden 
upon the claimant States, though the total net adverse effects on each 
of these States was very considerably less than the needs of the State, 
measured from the relative financial position. When it is to be con- 
sidered that the Grants Commission gave to these three States amounts 
varying in the four years from £1,200,000 ($5,835,000) to £1,500,000 
($7,300,000) in the case of South Australia; £500,000 ($2,435,000) to 
£800,000 ($3,850,000) in the case of West Australia; and £400,000 
($1,965,000) to £600,000 ($2,920,000) in the case of Tasmania, it will 
be seen that the financial needs were measured on a scale far different 
from the scale which has been applied to the Canadian Provinces. 


There these States accepted amounts as the measure of their fiscal 
needs which were greater than the amounts of their disabilities from the 
effects of Federal policy. It is obvious then that they were accepting 
the grant on account of needs rather than on account of disabilities 
which in turn created the need. But, additional to the claim which 
a State has when it suffers from any disability or the impoverishment 
of its resources 1s the effect on the people of the community. How can 
these community losses be met? Must they be borne complacently 
in the interests of the body politic? [Is there any method of compensation 
to come to the individuals in the community themselves? 


This Commission, which is to deal with matters arising in the relations 
of the Dominion and all of the Provinces, will be desirous of knowing 
the views of the government of this Province with respect to the fiscal 
policies of the Dominion, and how any of their prejudicial effects may 
be remedied. 


As already stated, the Jones Commission appointed by the Province 
gave very detailed consideration to this matter and much valuable 
data is to be found in the government's submission to that Commission 
as well as in the report of the Commission itself. The Government of 
Nova Scotia was necessarily handicapped in the presentation of its case 
because, unlike this Commission, it did not have at its disposal the 
statistical resources of the Dominion, nor the information which is 
available to this Commission from Departments of the Federal Govern- 
ment and the several enquiries of the Tarriff Board. 
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The Government of Nova Scotia places, therefore, before this 
Commission, as it did before the White Commission, the findings of the 
Jones Commission. That Commission was instructed to investigate 
and consider inter alia the effect of the fiscal and trade policies of the 
Dominion of Canada upon the economic life of the Province of Nova 
Scotia, and the adequacy of present financial arrangements between 
the Dominion of Canada and the Province of Nova Scotia in the light 
of the powers, obligations and responsibilities of the Dominion and 
Province respectively under the Federal Constitution and found as 
follows, page 69:— > 
“Whatever special claims may be advanced by particular 
provinces for financial assistance from the Dominion, it has 
become increasingly necessary to adapt the financial arrange- 
ment between the Dominion and the Provinces to certain im- 
portant changes that have taken place, under the influence of 
tariff policy, in the relative taxable capacities of the Provinces. 


“The fundamental weakness of the original financial ar- 
rangements between the Dominion and the Provinces lay in 
their assumption that the expenditures of the provinces would 
be determined in the main by growth of population rather than 
by the acceptance of new governmental responsibilities. An ex- 
amination of the increase in provincial expenditure since Con- 
federation reveals clearly that the increasing financial burden 
of provincial government has arisen chiefly from eventualities 
that were not foreseen, and indeed could not have been foreseen, 
by those who framed the original financial settlement. The 
cost of maintaining the government services is related not) 
merely to the population of a province but also to the degree of | 
government intervention that develops under the influence of 
changing social and political theory. It is evident. moreover 
that the cost of administration in respect of each of the functions * 
performed by government is relatively heavier in a country 
with a sparse population and a widely distributed population 
than in a country in which the population is both large and 
concentrated. Road construction and the provision of health 
insurance provide two obvious examples of this general state- 
ment. It would appear that these important considerations 
were disregarded by those who formulated the financial arrange- 
ments of the British North America Act in 1867. 


‘Another weakness of the original financial settlement was 
the evident belief of those who framed it that the Provinces of 
the Dominion would equally be able to meet the expanding cost 
of government through natural expansion of territorial revenues 
and direct taxation. So far as one can deduce principles from 
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the compromise arrangements of 1867, it would appear that the 
one clear principle of the settlement was that the Provinces 
should receive equal financial assistance from the Dominion, as 
determined by their respective populations. Jn other words, 
the only criterion both of financial need and of capacity to 
provide that need, was population. It is difficult to find any 
justification for this assumption. It might have been foreseen 
that, other things being equal, population was bound to grow 
most rapidly in those districts that were n.aking most rapid 
industrial progress, and that therefore the capacity to provide 
revenue would tend to increase even more rapidly than popula- 
tion. In those regions in which population increased very 
rapidly, the rapidity of the increase would indicate a greater 
rate of economic progress. Conversely, in those regions in 
which population failed to grow, the failure would be prima 
facie evidence of a declining rate of economic progress. That 
being so, the relative capacities of the different provinces could 
not be determined solely by reference to population. An im- 
portant factor was the rate of growth of population. Rapidly 
growing provinces would be able to contribute revenue increas- 
ing more rapidly than the increase in population. For this 
reason, such provinces would be able with less difficulty to 
accept the burden of expanding public services. 


“This original weakness of the Confederation financial 
settlement was aggravated by changes incorporated in the gen- 
eral subsidy revision of 1907. In the first settlement the grants 
made to the larger provinces were stabilized at their existing 
populations as determined by the last census preceding Con- 
federation. Payments made to Nova Scotia and New Bruns- 
wick were to expand with the population only until such time 
as the population in each case reached a total of 400,000 souls. 
In the 1907 settlement the grants made in respect of all provinces 
were to increase indefinitely with population, with the single 
qualification that the per capita grant should be reduced from 
80 cents to 60 cents in respect of population in excess of 


2,500,000. 


“It is apparent, therefore, that the 1907 settlement repeated 
and exaggerated the fundamental weakness to which we have 
referred. It assisted those provinces whose increase in popula- 
tion afforded evidence of economic expansion; it failed to give 
adequate assistance to those provinces whose stationary or 
declining population afforded equally conclusive evidence of a 
failure to maintain a corresponding rate of economic progress. 


Le E Avi 
ae . ’ : : 
tir : Pk 5 ar 
ei ey ‘ Vole in a i aa 
De Ae 
2 al ‘ae , a 
a. iF 
fe ants SAW IS 559 «: il yD 
va ay bid peibah: ¢ 
ly an? Un bideilee 4 a MAY BaP 


nD ie ies inad Lh ieee fan ee 
m r atc aay Hise ams fis cc Tint erat 
A) wi aehont He ti Pie CMRP eA oi 4a) 
Hanh a, tea nae, Teta ir ‘ 
ee pat nelArin tho) 
ee ey i; an 


djoatt er te ie 
art APG ats. 23; e's 


au A Py PA! Dita bn e- pity, 
ae] Ue bet Pipa ta?y ih i Bee br oPA Ls 


: '). Farry v Alby abr hee 
Sie te a aD eee a so ir, ; 5 oe iam rab ie : 
Sa! eee res id ro ae 


bp! 7eP ath A pel opti) PAAR a4) re my! ia a 
ep eeet < peb shh) Uy pekités ee e. 


J J dee ag Aa TE sl E | Adi Mig = ey i fp 
oat 1 ae vase ro ae ii eT . =i 
7 ae pie une nia 


i re ot v yrs 1 orig 4 Soa 
i Tuy eNt u y 44 1 en vi. 

ro o 
ned sew cr 


a Ol ioe oe hi 
an aT hel) ee) re: ue 
pa a , 


ot 


“The increasing instability of the fnancial arrangements 
as established both in 1867 and in 1907 would seem to have 
afforded conclusive proof of some defect in the principles upon 
which they were based. This is all the more striking in its 
significance when it is recognized that on each occasion an at- 
tempt was made to stabilize the payments to the provinces and 
to prevent any further revision in favour of a particular province 
or group of provinces. The Royal Commission on Maritime 
Claims recognized the difficulty of the situation and attempted 
to meet the immediate problem by recommending increased 
subsidies to the Maritime Provinces by amounts corresponding 
roughly to the then existing budget deficits of these provinces. 
It seemed an easy and not ineguitable method of dealing with 
the imme:tiate situation, pending the discussion of the ultimate 
principles by which allocations should be determined. On the 
other hand, the Commission did not itself undertake the task of 
elucidating those principles, so that the problem remained for 
solution until some other Commission or Committee should be 
called upon to deal with it as such...... 


“An objection may be taken to the general analysis of the 
problem on the ground that the Dominion is under no obligation 
to recognize and adjust the varying fiscal needs of the Provinces 
as determined by their relative abilities to meet the expanding 
costs of public services. This objection can only be sustained, 
however, on the assumption that the varying degrees of economic 
progress in the Provinces have not been affected by the opera- 
tion of the fiscal policies of the Dominion. We are unable to 
accept this assumption. On the contrary,in our earlier study 
of the Provincial effects of national economic policies we reached 
the conclusion that the protection adopted in 1879, and develop- 
ed in subsequent years, resulted in unequal stimuli to industrial 
development in the various Provinces of the Dominion. From 
our observations and study in the course of our enquiry we 
formed a definite opinion that, on balance, the economic life of 
Nova Scotia had been prejudiced by tariff policy which at the 
same time accelerated the economic development of certain 
areas in Central Canada to which we have already referred.”’ 


“In the brief submitted by the Counsel for the Govern- 
ment of Nova Scotia an attempt was made to estimate the dis- 
tribution, between the Provinces, of gains and losses under the 
existing tariff. We attach importance to the investigation. 
The data upon which the statistical investigation was based 
were so scanty that we are unable to accept the precise measure 
of the distribution that has been submitted. But the method 
is one that enables the reader of the brief to understand the 
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general proportions in which the burden of the tariff is dis- 
tributed. The importance of the method, which is bound to 
grow when more adequate statistics become available, has 
already been recognized in a report of the Committee which, in 
1929, investigated the effects of the Australian Tariffs; and we 
believe that the investigation made on behalf of the Province 
of Nova Scotia clearly shows that economic progress in that 
Province has been materially influenced by the tariff policy of 
the Dominion.” 


The cumulative economic effects of the tariff have in the course 
of the years greatly impaired the sources of révenue of the Province 
and to that extent reacted upon its financial position. As Dr. Harold 
A. Innis in his complementary report points out at page 207 :— 


“As a result of decline in the rate of expansion under the 
National Policy and of the depression, basic industries of the 
Province have been subjected to difficulties which have weaken- 
ed their power to support increased taxation, and which have 
at the same time demanded increased revenue. The burden ot 
the tariff has become more acute and the demands of provincial 
taxation more pronounced. From this dilemma the Province 
and the Dominion have no escape under the present fiscal sys- 


“In Nova Scotia the National Policy has profoundly affect- 
ed the utilization of natura] resources with the result that the 
Province has been unable to discharge satisfactorily the obliga- 
tions assigned to it under the British North America Act. The 
effects have been to the advantage neither of the Province nor 
the Dominion, and it has been beyond the powers of the Province 
to ameliorate them...... 


“The effects of industrialism, under the National Policy, 
have been traced in the emergence of specialization of industry, 
and in the problems of the backward regions. The burden of 
the tariff becomes severe, with decline in expansion and the 
depression.” 


And again, at page 218: 


‘Assuming that the fiscal system of Canada will persist 
and that the outlying regions must continue to pay the costs 
of transportation, the problem of compensation remains. Com- 
pensation paid by the Dominion treasury in so far as it is paid 
from revenues secured from the tariff tends to be paid by the 
region which is injured and so to perpetuate a vicious circle. 
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The burden of the tariff falls with disproportionate weight 
on Nova Scotia and compensations tend to be paid for from 
receipts from the tariff, with protection to Central Canadian 
industries the trend becomes more conspicuous and Nova Scotia 
bears a disproportionate weight and pays a disproportionate 
share in compensation. Protection of Nova Scotia and the 
Maritimes by the appointment of Federal Ministers of Finance 
from this region is of slight avail. The extent of the federal 
debt and its increasing rigidity, the relative disappearance of 
virgin natural resources and the decline in efficiency of the tariff 
as an instrument for developing public works'on a large scale, 
the growing inflexibility of the railway rate structure and the 
end of arbitration awards over provincial lands, suggest that 
the time has arrived for a revision of the tax structure which will 
enable the Canadian economy to carry its burden more efficiently. 
A lightening of the burden to the producer forced to meet more 
effective competition in a world of economic nationalism, and 
the formation of a developmental policy in the regions involved, 
necessitates increasing attention to a more efficient tax system. 


“To avoid the tread mill character of the present fiscal 
system, with its reliance on the tariff and subsidies, the province 
should insist not only on increased assistance to repair the 
damages of the national policy, but also on a policy which will 
ensure, that it is not forced to pay its own assistance. In the 
interests of the province and of the Dominion, such a policy 
should involve a recovery in economic status, which will enable 
the province eventually to place less weight on the Dominion, 
and the Dominion to bear such weight more easily.”’ 


As Nova Scotia is at the circumference of the tariff protected area, 
the tariff bears heavily upon our people. Notwithstanding the fact 
that this is a proper subject for consideration in determining that larger 
grants should be given to this Province, particularly where there is now 
no approach to meeting our fiscal needs, there is besides an undoubted 
claim for special consideration and compensation in the form of lower 
freight rates. The Special Freight Rates Act passed as a result of the 
recommendation of the Duncan Commission, sought merely to restore 
the pre-1912 relativity of rates between the Provinces and to implement 
the pledges and pronouncements that had been made with respect to 
the operation of that section of the Canadian National Railways which 
for strategic reasons had followed a course approximately 250 miles 
greater than would have been followed had it been built merely for 
commercial purposes. 


If, therefore, the protective tariff has the general effect of creating 
benefits for the central area, and operates as a burden upon another 
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area, then some indemnification should be made where the burdens 
exceed the benefits to be derived. As the present position of the Mar- 
itime Freight Rates Act is being given special consideration we shall not 
further allude to the effect of the present operation of that Act. 


In preparing the submission for the Jones Commission it became 
quite evident that the lack of accurate statistics on interprovincial 
trade hampered greatly the work of the government and of the Com- 
mission. Nevertheless, from what statistics were made available and 
from hearing over two hundred witnesses in all parts of the Province, 
the Jones Commission stated at page 49 of their report :— 


“We believe that the industries of Nova Scotia, regarded 
as a whole, have suffered materially from the high tariff policy 
pursued by the Confederation during the past fifty years. The 
compensations offered by the Canadian market have not been 
sufficient to offset the loss of foreign markets. We believe that’ 
the policy has been a factor retarding the economic development 
of the province and that if a low tariff policy had been pursued 
the economic development of the Province would have been 
more rapid and that the Province would have been able to 
maintain an increasing population’ on a higher standard of 
living than has actually been enjoyed during the last half 
Sentury. 


Again on page 79 as a recommendation on tariffs the Jones Com- 
mission states :— 


“We believe that the tariff policy of Canada has reacted un- 
favourably upon the economic development of Nova Scotia. 
It has tended to retard the growth of the exporting industries 
of the province without providing adequate compensations in 
other directions. It is true that, by means of the tariff and sub- 
ventions, the central Canadian market has been brought within 
the reach of the coal mining industry, which would otherwise 
have been the monopoly of the United States industry; and 
that the steel and car construction industries have received a 
share of the orders for railway material and equipment from the 
Canadian railways; and that the Dominion Government has _as- 
sisted in other ways. When, however, the advantages and dis- 
adv antages have been set against each other, we are definitely 
of the opinion that the fiscal policy pursued by successive gov- 
ernments has reacted injuriously upon the welfare of Nova 
Scola, 


The general policy pursued since Confederation has been harmful, 
and there is no distinction in the findings of the Jones Commission made 
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between the successive Governments at.Ottawa. The general policy has 
reacted injuriously upon the Province. 


In 1926 the then Government of Nova Scotia presented its case to 
the Duncan Commission. The views of that Government may have been 
different from those of the present Government in many ways, but in this 
particular matter the views of both Governments were the same. That 
Government said to the Duncan Commission, as will be found at page 146 
of the Provincial brief: 

‘Protection, or free trade, or an exclusively revenue tariff 
may be advocated with some show of logic, but surely no reason- 
able defence, no consideration based on equity or sound public 
policy, can be advanced in support of a system under which 
Nova Scotians are compelled to buy what they consume in a 
substantially protected home market, and to sell what they pro- 
duce in a virtually unprotected one.”’ . 


That was the opinion of the Government of Nova Scotia in 1926. The 
opinion of the present Government of the Province is represented in the 
submission to the Jones Commission which I have here. And the views 
of the Jones Commission are set forth in the two extracts which I have 
read regarding the tariff. These were not the only bodies or persons to 
take that view, for I might point out that Sir John Rose, the then Min- 
ister of Finance for Canada, declared as early as 1869 that the tariff was 
bearing heavily on Nova Scotia. That is to be found at page 90 of this 
volume entitled Dominion Documents, which documents were extracted 
from the Journals of the Legislative Council and of the House of Assemb- 
ly of Nova Scotia, and they are also to be found in the Canadian Sessional 
Papers of 1869. After dealing with debts and so on, Sir John Rose said, 
on the 24th January, 1869 :— 


‘The increase of customs presses more directly on Nova 
Scotia than the other provinces, but this apparent increase and < 
the consequent pressure, it is believed, wil! be mitigated every 
year as goods which she formerly imported from abroad and were 
charged with duty are produced in other portions of the Domin- 
ion and will now be available to her for consumption free of 
duty.” 


The customs tariff of Canada in 1869 was higher then the tariff to 
which Nova Scotians had been accustomed. At Confederation the tariff 
was about eight and a half per cent. Thus immediately after 1867 Nova 
Scotia began to feel its effects. And as already said Sir John Rose, the 
Canadian Minister of Finance, admitted that the tariff was pressing more 
heavily on Nova Scotians than on the people in other parts of Canada. 
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The Nova Scotia Government that was elected within a few months 
alter Confederation was composed of only two pro-Confederationists 
and thirty-eight anti-Confederationists. That Government presented a 
memorial to the Imperial Government in England asking for repeal of 
the British North America Act in so far as it concerned the Province of 
Nova Scotia. A despatch was received in answer to that memorial 
from the Duke of Buckingham and Chandos, then Secretary of State for 
the Colonies, in which he declared that: 


“Her Majesty's Government feel that they need only draw 
the attention of yourself and your Government to the points 
raised in the address relative to taxation, the regulation of trade, 
and the fisheries, as they are confident that it will be equally 
the wish of your Government and of the Parliament of the Do- 
minion to relax or modify any arrangements on these subjects 
which may prejudice the peculiar interests of Nova Scotia and 
of the Maritime portion of the Dominion.”’ ‘ 


That is, with respect to the regulation of trade, the fisheries and taxation, 
the British Government of that day felt that if any harshness was being 
imposed on the Province of Nova Scotia or the Maritime Provinces gen- 
erally, arrangements would be made to relax or modify the conditions 
which produced that harshness. 


Even though some of the Fathers of Confederation admitted in the 
earlier days that the effects of the tariff bore more heavily upon the 
Maritime Provinces than upon the central parts of Canada, they did 
not visualize the most immediate effect, namely, the developed in- 
equality in the taxable capacity of the various Provinces. . This is a 
hardship which cannot be removed wholly by a re-adjustment of financial 
relations between the Dominion and the Provinces. It is, however, 
very important to emphasize the fact that one result of the policies 
adopted by the Federal Parliament is that the capacity of our people 
to pay taxes is less than the average in Canada. ; 


The Federal Government should, as far as possible, frame its policies 
so as to give equality of opportunity to all people within the federation. 
Where this is impossible the grant of a subsidy to a Provincial Govern- 
ment may be the only solution. The granting of a subsidy, however, 
is inadequate compensation, because it does not raise the general economic 
level of the people of the Province. It may make financing a little easier 
for a Provincial Government, but as far as we are concerned the real 
problem is to make financing easier for the half million or so inhabitants 
of Nova Scotia. 


Reference has been made previously to the special economic enquiry 
into the Australian Tariff in 1929. In an appendix to this study the 
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Committee makes a number of interesting observations on the effect 
of the tariff on state finances. The following observations are so pertin- 
ent to the situation which exists in Canada that they deserve to be 
quoted at some length: 


(1) ‘‘The unequal effects between states are probably the most 
embarrassing consequences of the tariff, but they have 
their roots in the unequal effects between industries, which 
are natural and inevitable consequences of tariff protection. 
Were Australia one small, compact economic unit, in which 
the benefits of protection were thoroughly diffused, in which 
one common tax system operated, and in which develop- 
ment expenditure was equally shared, differences between 
areas would be less important. But with our diverse 
geographical conditions and our Federal System of Govern- 
ment this is not the case. 

(2) “The distribution of Australian industries has been sub- 
stantially modified by the tariff. Assistance to protected 
industries has been provided chiefly at the expense of the 
export industries. We have shown that these industries 
are retarded and that their land values have been curtailed. 
The costs imposed upon them have been borne chiefly in 
the country districts and in the outlying states, which are 
more naturally adapted for the export industries. 


(8) “The geographical differences between the states account 
for differences in aptitude, and the benefits of increased 
production have been transferred from areas and states 
having natural aptitudes for export industries to areas and 
states having natural aptitudes for the protected industries. 
The tariff has, therefore, materially affected the relative 
prosperity of the different states. 

(4) ‘‘The established producers in these areas and states have 
undoubtedly been penalized by the tariff. From the point 
of view of the states themselves the consequences are not 
less important. Not only have the incomes of the estab- 
lished producers been curtailed, and therefore the taxation 
derived from land and incomes generally, but some produc- 
tion has been prevented, and the state revenue which would 
have been received from that production has been lost. 
This applies not only to tax revenue, but to revenue from 
various state services, and especially from railways. The 
cost of the tariff has prevented the full use of development 
utilities and the full response to state efforts to stimulate 
production. 
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(5) “The effect on state revenue from these combined causes 
is obvious, though not easily measurable. Still more 
difficult to measure with our inadequate data is the probab- 
ly more important effect of the loss of export production 
which would have taken place without the excess costs of 
the tariff. This will depend, amongst other things, on the 
varying degrees to which the natural resources in each 
state would respond to a given decrease in production 
costs, a matter on which we have noted our ignorance. 
We will only say that the discriminating effect on the 
revenue of different states appears to be substantial. 


(6) “It is natural that the harmful effects of the tariff should 
express themselves most acutely as difficulties of state 
finance. The effects are not felt directly by landowners, 
nor in the check to production. Land generally does not 
decline in value, nor does it go out of production. It 
merely fails to respond adequately to development ex- 
penditure and in so far as state assistance succeeds in can- 
celling the tariff costs borne by the farmers, it does so at 
state expense. The states which enjoy more than their 
proportional share of the benefits of protected industries 
may be able to afford this result. Their taxable capacity 
is increased through the protected industries established 
in their territories. But opposite results are experienced 
in the other states. Their taxable capacity is lowered, so 
that their rates of taxation have to be increased; industry is 
further encouraged to concentrate in the more fortunate 
states, and the cumulative effects which follow intensify 
the inequalities created by the tariff itself.’’ 


While some of the sentences quoted above have a purely local appli- 
cation, the committee’s report describes with surprising accuracy the 
effect of the tariff upon the financial position of the various Provinces 
of the Canadian: federation. 


In Canada as in Australia the differences in taxable capacity of the 
federation are difficult to measure inexact terms. There are, however, 
certain indices which assist greatly in obtaining an approximate measure- 
ment of these differences, and I take it it will be the purpose of this 
Commission to examine the methods applied elsewhere to determine these 
difficulties with a view to their applicability or otherwise to conditions 
in Canada. After a careful consideration of this problem the Jones 
Economic Commission Nova Scotia, to which I have already alluded, 
came to the definite conclusion, (page 79.) :— 
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“We believe that the Dominion tariff policy has reacted 
unfavourably upon the industries of Nova Scotia... .. When, 
however, the advantages and disadvantages have been set 
against each other, we are definitely of the opinion that the 
fiscal policy pursued by successive Governments has reacted in- 
juriously upon the welfare of Nova. Scotia.”’ 


It may be difficult to calculate in exact terms the effect of the tariff 
on the taxable capacity of the Province, but in the submission made by 
the Government of Nova Scotia to the Jones Commission, calculations 
as to the unequal incidence of tariff subsidies on tariff costs make it abund- 
antly clear that in considering taxable capacity regard must be had to the 
effect of the fiscal policy of the Dominion upon the industrial and com- 
mercial life of the various Provinces of which it is comprised. 


In Nova Scotia’s submission to the Jones Commission in 1934 Mr. 
Rogers calculated the net loss to Nova Scotia for the year 1931 by reason. 
of the tariff as $4,478,000. The method which Mr. Rogers pursued to 
reach this conclusion is set forth in pages 88 to 102 of Nova Scotia’s 
submission. Briefly, Mr. Rogers took the total enhancement of prices 
to consumers because of the tariff and he deducted from that figure the 
enhancement in prices of Nova Scotia products because of the tariff. He 
also deducted tariff subsidy on Nova Scotia coal. The difference between 
tariff cost and tariff subsidy was, as already stated, $4,478,000. 


It is recognized that some criticism has been made of the method 
pursued by Professor Rogers, notably by Professor D. C. MacGregor, 
of Toronto, in the Canadian Journal of Economics and Political Science, 
Volume 1, page 384. Professor MacGregor’s criticism, however, is one- 
that affects the degree rather than the kind of the strength of Professor 
Rogers’ argument, and Professor MacGregor himself recognizes that the 
injury of the tariff policy of Canada to Nova Scotia has been substantial 
both in its tangible results and in other ways which cannot be statisti- 
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cally estimated. 
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TRANSPORTATION AND FREIGHT RATES 


The conference of delegates from the various Provinces which 
met in London in 1866 submitted to the Imperial Government and 
Parliament certain resolutions as the basis of the British North America 
Act. Resolution No. 65 was as follows: 


“65. The construction of the Intercolonial Railway being 
essential to the consolidation of the union of British North 
America, and to the assent of the Maritime Provinces thereto, 
it is agreed that provision be made for its immediate construc- 
tion by the General Government, and that the imperial guaran- 
tee for £8,000,000 sterling pledged fér this work be applied 
thereto, so soon as the necessary authority has been obtained 
from the Imperial Parliament.”’ 


The construction of the Intercolonial Railway was planned before 
Confederation as a commercial proposition. Guarantee of the Imperial 
Government was sought and given on the understanding that commercial 
considerations should be sacrificed to Imperial interests. 


Section 145 of the British North America Act, 1867 declared that: 


‘Inasmuch as the Provinces of Canada, Nova Scotia and 
New Brunswick have joined in a Declaration that the construc- 
tion of the Intercolonial Railway is essential to the Consolida- 
tion of the Union of British North America, and to the Assent 
thereto of Nova Scotia and New Brunswick, and have conse- 
quently agreed that provision should be made for its immediate 
construction by the Government of Canada: Therefore, in 
order to give effect to that Agreement, it shall be the duty of 
the Government and Parliament of Canada to provide for the 
commencement within six months after the Union, of a railway 
connecting the river St. Lawrence with the city of Halifax in 
Nova Scotia, and for the construction thereof without inter- 
mission, and the completion thereof with all practicable speed.” 


The Intercolonial Railway was constructed in pursuance of this 
section. 


In 1926 the Government of Canada, by Order in Council, appointed 
Sir Andrew Rae Duncan, the late Judge Wallace and the Honourable 
Cyrus MacMillan a Commission to enquire into certain claims of the 
people of the Maritime Provinces and to make, asa result of such enquiry 
and examination, such specific recommendations as, in the opinion of 
the Commissioners, would result in affording relief from the conditions 
complained of. This Commission, commonly known as the ‘‘Duncan 
Commission’, in its findings, declared that— 
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“a balanced study of the eventsand pronouncements prior to 
Confederation, and at its consummation, confirms the repre- 
sentations submitted to us on behalf of the Maritime Govern- 
ments in regard to the ultimate construction of the railway, viz: 


(a) That leading Canadian statesmen in urging the adherence 
of the Maritime Provinces to Confederation defined the 
purpose of the railroad to be 


(i) A means of affording to Canadian merchandise, and 
to Canada herself in times of national and imperial 
need, an outlet and inlet on the Atlantic Ocean— 
available all the year round—and 


(ii) To afford to Maritime merchants, traders and manu- 
facturers, a market of several millions of people 
instead of their being restricted to the small and 
scattered populations of the Maritimes themselves, 
particularly in the light of the disturbance with 
which their trade was threatened as the result of the 
discontinuance by the United States of the reciprocal 
arrangements that had prevailed. 


(b) That strategic considerations determined the actual 
course making it many miles (estimated by Sir Sandford 
Fleming at 250 miles) longer than was necessary—if.the 
only consideration had been ‘to connect the cities of the 
Maritime Provinces with those of the St. Lawrence.’ 


(c) That to the extent that commercial considerations were 
subordinate to national, imperial and strategic consider- 
ations, the cost would be borne by the Dominion and 
not by the traffic that might pass over the line.”’ 

The Duncan Commission found that, from the date of the com- 
pletion of the Intercolonial Railway in 1876 down to the year 1912, 
the interests of the Maritime Provinces were fairly well safeguarded, 
the freight rate structure being such as to take into account the require- 
ments of their traffic. The lower level of rates that prevailed on the 
Intercolonial Railway system prior to 1912 was, in the view of the Com- 
mission, rightly to be interpreted as the fulfilment by successive govern- 
ments of the policy and pledges that surrounded the railway from its 
inception. 


The Commission also found that subsequent to the year 1912 
changes took place in the framework of the rate structure and increases 
had been added to the freight rates. The combined effect of these was 
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held to impose upon the merchandise and industry of the Maritimes a 
burden which was quite out of proportion to the increase which had 
been added since 1912 to the freight structure in other parts of Canada. 


From figures submitted to the Duncan Commission, by those ad- 
ministering the Canadian National Railway system, it appeared, and 
the Duncan Commission so found, that Intercolonial rates from 1912 
to 1926 had sustained an estimated cumulative increase of 92% (i. e. 
their 100 had become 192). The estimated average increase of rates 
for the rest of Canada was 55% (i. e. their 100 had become 155). 


The effect of these changes in rate structure was, in the words of 
the Duncan Commission ,— 


“We have come very definitely to the conclusion that 
the rate structure as it has been altered since 1912 has placed 
upon the trade and commerce of the Maritime Provinces, 


(a) a burden which, as we have read the pronouncements 
and obligations undertaken at Confederation, it was 
never intended it should bear, and 


(b) a burden which is, in fact, responsible in very consider- 
able measure for depressing abnormally in the Maritimes 
today business and enterprise which had originated 
and developed before 1912 on the basis and faith of the 
rate structure as it then stood.” 


The recommendations of the Duncan Commission, therefore, were 
that an immediate reduction of 20% (so that 192 would become approxi- 
mately 155) be made on all rates charged on traffic which both originates 
and terminates at stations in the Atlantic Division of the Canadian 
National Railways and that the same reduction be also applied to the 
Atlantic Division proportion of the through rates on all traffic which 
originated at stations in the Atlantic Division (excluding import traffic 
by sea) and is destined to points outside the Atlantic Division. 


The Duncan Commission, in recommending these specified reduc- 
tions in freight rates, was only endeavoring to reinstate the relative 
position of the Maritime Provinces to the basis which existed prior to 
the year 1912. They state in their report: 


“We feel that the increase arising from the changes that 
have taken place in freight rates since 1912—over and above 
the general increase that has taken place in other parts of the 
National system—is as fair a measure as can be made of these 
special considerations, and accordingly should be transferred 
from the Maritimes to the Dominion so that the original in- 
tention may be observed.” 
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The recommendation of the Duncan Commission was given effect 
to in the Maritime Freight Rates Act, 1927, being Chapter 44 of the 
statutes of Canada for that year. It now appears as Chapter 79 of the 
Revised Statutes of Canada, 1927. The preamble, which is contained 
in the original Act, is as follows: 


‘WHEREAS the Royal Commission on Maritime claims 
by its report, dated September 28rd, 1926, has, in effect, advised 
that a balanced study of the events and pronouncements prior 
to Confederation, and at its consummation, and of the lower 
level of rates which prevailed on the Intercolonial system prior 
to 1912, has in its opinion, confirmed the representations sub- 
mitted to the Commission on behalf af the Maritime Provinces, 
namely, that the Intercolonial Railway was designed, among 
other things, to give to Canada in times of national and imperial 
need an outlet and inlet on the Atlantic Ocean, and to afford to 
Maritime merchants, traders and manufacturers the larger 
market of the whole Canadian people instead of the restricted 
market of the Maritimes themselves, also that strategic con- 
siderations determined a longer route than was actually neces- 
sary, and therefore that to the extent that commercial consider- 
ations were subordinated to national, imperial and _ strategic 
conditions the cost of the railway should be borne by the Dom- 
inion, and not by the traffic which might pass over the line; 
And whereas the Commission has, in such report, made certain 
recommendations respecting transportation and freight rates, 
for the purpose of removing a burden imposed upon the trade 
and commerce of such Provinces since 1912, which, the Com- 
mission finds, in view of the pronouncements and obligations 
undertaken at Confederation, it was never intended such com- 
merce should bear; And whereas it is expedient that effect 
should be given to such recommendations, in so far as it is 
reasonably possible so to do without disturbing unduly the 
general rate structure in Canada: Therefore His Majesty, 
by and with the advice and consent of the Senate and-House 
of Commons of Canada, enacts as follows:—”’ 


Under Section 2 of the Act it is declared that for the purposes of 
the Act the lines of railway operated as a part of the Canadian National 
Railways and situated in the Provinces of New Brunswick, Nova Scotia 
and Prince Edward Island, and the lines of railways, similarly operated, 
in the Province of Quebec, extending from the southern Provincial 
boundary near Matapedia and near Courchesne to Diamond Junction 
and Levis were collectively designated, for the purpose of the Act, as 
the ‘‘Eastern lines’. 


The Act declared that the rates on Eastern lines existing on the 
Ist of July, 1927 should be reduced approximately 20%. 
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The Board of Railway Commissioners was authorized and directed 
to cancel all existing rates and to approve rates of approximately 20° 
below the then existing tariff. 


The Board was also authorized to adjust or vary such substitute 
tolls or tariffs as new industrial or traffic conditions arise but always 
“in conformity with the intent of this Act as expressed in the preamble 
and in Sections 7 and 8 and other relevant sections thereof.”’ 


The reduced rates were to apply on local traffic all rail between 
points on the Eastern lines. Also on traffic moving outward, westbound, 
all rail—from points on the Eastern lines wegtbound to points in Canada 
beyond the limit of the Eastern lines at Diamond Junction or Levis; 
for example, Moncton to Montreal—-the 20% reduction should be based 
upon the Eastern lines proportion of the through rate or, in the example 
mentioned, upon the rate applicable from Moncton west as far as Diamond 


Junction or Levis. : 


Sections 7 and 8 of the Act are quoted in full as follows: 


‘7, The rates specified in the tariffs of tolls, in this Act 
provided for, in respect of preferred movements, shall be deemed 
to be statutory rates, not based on any principle of fair return 
to the railway tor services rendered in the carriage of traffic; and 
no argument shall accordingly be made, nor considered in re- 
spect of the reasonableness of such rates with regard to other 
rates, nor of other rates having regard to the rates authorized 
by this Act. 


8. The purpose of this Act is to give certain statutory 
advantages in rates to persons and ‘industries in the three prov- 
inces of New Brunswick, Nova Scotia and Prince Edward 
Island, and in addition upon the lines in the province of Quebec 
mentioned in section two, together hereinafter called ‘select 
territory,’ accordingly the Board shall not approve nor allow 
any tariffs which may destroy or prejudicially affect such ad- 
vantages in favour of persons or industries located elsewhere 
than in such select territory.” ; 


The Maritime Freight Rates Act was passed as a measure of justice 
to Nova Scotia and the other Maritime Provinces. It has been, and still 
is, of considerable benefit to the Maritimes. 


Under a recent decision of the Supreme Court of Canada, however, 
it is considered that the purpose of the Act has been, to a considerable 
extent, nullified and the development of export trade to other parts of 
Canada in reliance upon its provisions will be greatly affected and cur- 
tailed. 
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Unless the Maritime Freight Rates Act can be amended so as to 
restore what we consider to be the proper balance between rates on 
Eastern lines and rates in other parts of Canada many of the benefits 
contemplated by the Duncan Commission will be swept away and 
eradually the Maritime Provinces will be pushed back towards the po- 
sition they occupied between the years 1912 and 1926. If this position 
is to continue, then certainly some compensation must be made to the 
people of the Maritime Provinces. 


The Transportation Commission of the Maritime Board of Trade, 
representing as it does the Governments of the three Maritime Proy- 
inces, will present to this Commission a detailed brief on the Maritime 
Freight Rates Act, its object and scope and the manner in which it has 
been operated during the past ten years, and the effect of the recent 
decision of the Supreme Court of Canada upon its operation. 
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CHAPTER 4 


ILLUSTRATIONS OF LOW TAXABLE 
CAPACITY OF NOVA SCOTIA 


In a publication issued by the Dominion Bureau of Statistics in 1934 
entitled ‘‘The Maritime Provinces, 1867-1934—A Statistical Study of 
their Social and Economic Condition since Confederation,” the per 
capita wealth of Nova Scotia is given as $1,769, whereas the per capita 
wealth of Canada is $3,075. 


It is admitted, of course, that it is extremely difficult to calculate 
accurately national or provincial wealth. But the significant feature of 
all comparisons made is that in every case Nova Scotia is lower than the 
rest of Canada. Take income tax, which was referred to on page 97 of 
the publication, the per capita assessment of income tax in Nova Scotia 
was $46.20; the average for Canada was $90.99. gs 


Take ownership of motor vehicles, which was referred to on pages 
98 and 99 of the work; in Nova Scotia there was one car for every 15.8 
persons; in Canada as a whole there was one car for every 11.7 persons. 


In Nova Scotia there was one telephone for every 11.5 persons. In 
Canada as a whole there was one telephone for every 8.3 persons. 

In life insurance sales the average in Nova Scotia was 24.1 per capita; 
in Canada as a whole, 33.8 per capita. 


In building contracts, in 1933, the average for the Maritime Prov- 
inces was $7.00 per capita; in Canada as a whole, $9.10 per capita. 


In radios, Nova Scotia had 32.07 radios for every one thousand 
ot rural population, against 45.78 per every thousand of rural population 
in Canada as a whole. In the urban centres Nova Scotia had 72.03 
radios for every one thousand of its population, whereas Canada as a 


whole had 98.87. 


(1) The per capita wealth of Nova Scotia, according to the Canada Year Book, 1927, 
page 863, was $1,514. The per capita wealth of Canada was $2,413. 
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In per capita net production, the figures for Nova Scotia in 1930 were 
$223.00. The average for Canada was $309. 


For the census year 1931, the average yearly earnings of male workers 
in Nova Scotia were $763.00; for all Canada the average for male workers 
was $927.00. For female workers in Nova Scotia the average yearly 
earnings were $430.00; for all Canada they were $560.00. 


It is interesting to observe that in per capita wealth Nova Scotia 
stands lower than any other Province of Canada, and that in all other 
tests which may be applied, such as income tax assessment, ownership 
of motor vehicles, telephones, radios, sales of life insurance and building 
contracts, yearly earnings, Nova Scotia runs from 20 to 40 per cent below 
the average of Canada. Every test shows that we are about-two-thirds 
as prosperous as the rest of the Dominion. 


If conditions of this sort are to be allowed to continue, there can be | 
only one result for Nova Scotia, and that is, its younger and more am- 
bitious people will be attracted to other Provinces or to other countries.) 
Indeed, there is every evidence that for some time this attraction has 
made itself felt. The population of Nova Scotia between 1921 and 1931 
declined by eleven thousand souls; and, according to the 1931 census, 
in the age groups from twenty-five to forty-four years, Nova*Scotia is 
well below the average of these groups for Canada as a whole. 


For a fuller study of population decline in Nova Scotia and the de- 
parture from Nova Scotia of its younger and more vigorous elements, | 
refer the Commission to the Submission by Professor Rogers to the Jones 
Commission, pages 81-87. 


The returns from taxation in Ontario and Nova Scotia give further 
information illustrative of low taxable capacity in this Province. This 
calculation is based on 1936 returns using that made by Professor A. 
B. Balcom of Acadia University for the Jones Commission with respect 
to the 1932-33 returns. 


The main items of taxation in both Provinces are derived largely 
from four items: gasoline taxes, corporation taxes, motor licenses and 
succession duties. 


Gasoline Tax The rate in Nova Scotia is 8c and in Ontario 6c. 
The yield per capita in Nova Scotia is $3.38 
on a higher rate; and in Ontario $4.59. An 8c 
rate in Ontario would produce 6.12 per capita— 


in other words, nearly double the returns of 
Nova Scotia. 
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Corporation Tax Rates in Nova Scotia are generally higher, 
in some cases much higher. The yield per 
capita is, Nova Scotia—$1.92, Ontario —$3.19. 


Motor Licenses Nova Scotia rates were more than twice Ontario 
rates. The yield per capita is, Nova Scotia— 
$2.41, Ontario— $3.15. 


Succession Duties Nova Scotia average rate higher. Yield per 
capita, Nova Scotia—$1.10; Ontario $4.66. 


Other taxes Yield per capita, Nova Scotia—$3.30; Ontario— 
$2.61. 


The facts cited above show that Nova Scotia is making an even 
more strenuous effort to secure needed revenue by generally approved 
methods of taxation than is Ontario. 


Owing to the larger yields from the four major tax measures Ontario 
can afford to reduce materially other methods of taxation. 


If the four major items above referred to had yielded a per capita 
return in Nova Scotia equal to that derived in Ontario, current revenue 
income in this Province would have been increased by $3,466,960, and 
we would be getting along with a 6c tax on gasoline instead of an 8c tax. 


It is not too much to say that the more favourable position of Ontario 
and Quebec for producing results from the sources of revenue mentioned 
is due in considerable measure to a tariff policy and to economic centraliza- 
tion, both of which have operated to contract similar sources of revenue 
in Nova Scotia and in other outlying Provinces. 


It is self-evident that the differences in taxable capacity of the 
various Provinces of the Dominion have a direct effect upon tHe ability 
of such Provinces to discharge their constitutional obligations under 
the British North America Act. All the Provinces have the same juris- 
diction; all are under the compelling influence of the demand for more 
and better highways, and larger expenditures for education and social 
services. 


The Australian Grants Commission (Fourth Report, paragraph 22) 
says — 


_ A federation works most satisfactorily if each State has 
sufficient financial provision to enable its citizens to receive 
normal services from the Government. If a State through 
fmancial weakness has to starve its services, e. g., restrict ex- 
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penditure on education and public works, it grows weaker. 
Only if the services conform to a necessary standard will each 
State make its appropriate contribution to the good of the 
whole Commonwealth.”’ 


Ontario and Quebec, with their higher net production, due in a 
considerable measure to tariff protection, are obviously in a much better 
position to increase expenditures for these services by imposing slightly 
higher rates of taxation upon their people, but producing dispropor- 
tionate returns compared with returns that can be obtained in the other 
Provinces. Nova Scotia, moreover, as already indicated, is now im- 
posing Provincial taxation which, in relation to net production is sub- 
stantially higher than that imposed by the Province of Ontario. 


Various expedients have been offered as a means of assisting the 
Provinces to meet the growing requirements of these governmental ser- 
vices which were not in contemplation when the original financial ar- 
rangements were established at Confederation, but these conditional 
grants only revealed the inherent weakness of these original arrangements. 
Doubtless these contributions were regarded as partial compensation to 
the Provinces for the appropriation by the Dominion of the elastic source 
of revenue provided by the income tax, which had been appropriated 
by the Dominion for the purpose of meeting its war obligations. With 
apologies the Dominion entered this field of direct taxation, hitherto re- 
garded as reserved for Provincial purposes, and with this step the balance 
of fiscal power tended to pass to the Dominion Government. 


Broadly speaking then the proposals. to meet Provincial need in re- 
spect of these additional services have been as follows :— 


(1) Increased subsidies to the smaller and less wealthy Provinces. 


(2) A new delimitation of the fields of taxation with the general 
object of giving the Provinces greater authority to impose income taxes 
on individuals. 


(3) Assumption by the Dominion of responsibility for certain ser- 
vices which now fall under the constitutional jurisdiction of the Provinces. 


{t has been and can be amply demonstrated that because of its low 
taxable capacity to meet the demand for increased governmental services, 
without imposing an intolerable burden upon the surviving industries 
and the declining population of the Province, some readjustment must be 
made with respect to Nova Scotia. The incidence of the Canadian tarift 
upon the economic life of this Province has contributed materiaily to its 
low taxable capacity through the drain upon its annual income and the 
burden imposed on its export industries. The financial difficulties of the 
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government, both now and in the future, can only be met satisfactorily 
by an increase in the subsidy to meet its fiscal needs as they arise and by a 
re-allotment of some of the sources of revenue now exercised exclusively 
by the Dominion. 


As already indicated, the Jones Economic Commission has expressed 
agreement with the substance of the Government submission on this 
point. The Government of this Province re-affirms its belief in the gen- 
eral statement made by that Commission which, clarified and made ap- 
plicable to present conditions, is re-stated in the introductory statement 
made to this Commission, and for the reasons affirmed herein. 
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CHAP WEI 
THE FISCAL NEED OF NOVA SCOTIA 


While we shall endeavour to enunciate principles in this regard 
which we feel will apply equally well to all the Provinces, it is .import- 
ant for this Commission to know the effect of the application of these 
principles to Nova Scotia. It will, therefore, be necessary to consider 
some aspects of Provincial need. I am glad to say that, owing in part 
to the implementation of the Duncan report and the consequent 
increase of the special subsidy to Nova Scotia, and in part to more 
buoyant revenues, the Province has been enabled to creep out of the 
deficit period, and emerge into an era of Provincial finance in which deficits 
will no longer hold the significance they did for the people of the Province 
for a number of years past. Nevertheless, there has necessarily been 
a holding back, a curtailment of expenditures not making for the better- 
ment of the people and preventing them from enjoying the benefits 
of advanced legislation passed in other countries. 


The Province has not yet, as a study of its finances by the Com- 
mission will show, made sufficient provision for sinking funds to meet 
the debt obligations of the Province incurred particularly for highway 
development, and in all avenues of Government there is a crying demand 
for increased allotments. The Government is at the present time giving 
consideration to the estimates to be laid before the Legislature at the 
ensuing session. In practically all departments, particularly those deal- 
ing with educational, agricultural, social and health measures, expenditures 
are mooted but cannot be sanctioned under present revenue conditions. 
The Provincial Treasurer in recent years has been faced with the neces- 
sity of applying most rigidly the principles of economy in the face of 
the many great demands that have been presented to him. 


The test of fiscal need accepted at Confederation was the amount 
necessary for the performance ‘‘on a moderate but efficient footing”’ 
of the functions which fall to the Province. This test applied to present 
day conditions produces a far different result from what it did at Con- 
federation. As the history of the subsidy question shows, the aim of 
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finality was never realized and, as we know, can never be realized. The 
fiscal need to be considered must be the fiscal need of today. It is an 
expanding, not a static concept; current need, not historic need, must 
be the determining factor. A current need must be the dominant con- 
stitutional principle covering the whole field of subsidies, whether annual 
or conditional. Extraordinary circumstances, such as widespread un- 
employment will clearly call for Dominion aid to the Provinces, because, 
as already stated, of the national interest in the due performance by the 
Provinces of their constitutional duties. 


In the conferences prior to Confederation, it was agreed that the 
amount of the Provincial expenditure could be reduced to $371,000. 
The Province had $107,000 as revenue from its natural resources, leaving 
$264,000 to be provided. This sum worked out at about 80 cents a 
head of the population. With other allowances the original subsidy 
given in 1867 to meet the Province’s fiscal need totalled $324,685.60. 
In other words, the subsidy was at the beginning 87 per cent of the total 
estimated Provincial expenditure. This original subsidy was _ sub- 
sequently increased as the needs of the Province were shown to be greater. 
Today the subsidy paid by the Dominion Government to meet the fiscal 
needs of the Province, even with $1,800,000, the amount oi the Duncan 
and White Commissions’ subsidy award added, is but 11.2 per cent of 
the total revenues of the Provinces. In the first year atter Confederation 
the amount received from the Dominion, including interest on debt 
allowance, special subsidy and governmental allowance, was $1.58 per 
capita, whereas the subsidy last year, calculated by the 1931 census and 
including the special subsidy referred to, showed only $3.80 per capita, 
despite the enormously greater Provincial expenditure. 


It is important to point to the different rate for the determination 
of the payments made to the States by the Commonwealth of Australia. 
South Australia, which has a larger area and aslightly higher population 
than Nova Scotia (595,000 people), received in direct payment for the 
last fiscal year from the Federel Treasury the sum of £2,600,509 
($12,654,807), or $21.40 per capita; Western Australia, with a population 
of about 50,000 less than Nova Scotia, received a total direct payment 
for the last fiscal year of £1,753,687 ($8,534,610.06), a per capita rate 
of $18.75; Tasmania, with an area approximately that of the Province 
of Nova Scotia and a population less than half that of Nova Scotia, 
received a total of direct payment for the last fiscal year of £1,074,983 
(S5,231,588.98), or a per capita rate of $22.34. 


In addition to these items of direct payments there are payments 
to the States from the Australia Commonwealth Consolidated Revenue 
Fund. South Australia received as assistance for relief of primary 
producers by way of bounties, and as contributions to works and other 
purposes by way of grants, amounts totalling £625,306 ($3,043,155); 
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Western Australia received £494,699 ($2,397,535); Tasmania ' received 
£164,228. ($799,242). These are all payments from the Commonwealth 
Consolidated Revenue Fund as assistance to State finance. 


In presenting the claims of the Province of Nova Scotia to the White 
Commission the amount which this Province was to require annually 
during the next few years to meet its expansive needs was estimated at 
$5,236,120. Yet Tasmania, the smallest of the states of the Australia 
Commonwealth, with less than half the population of Nova Scotia re- 
ceived from the Federal treasury of Australia, for the last fiscal period, 
the sum of $22.34 per head. If this per capita rate were available to 
Nova Scotia we would be receiving annually $11,456,980, which is more 
than double, as will be seen, the estimated amount required to meet the 
projected fiscal need of the Province of Nova Scotia over a period of 
years. 


If payments are to be made on the basis of fiscal need it is evident 
that there are on the part of the Province certain obligations. 


1. It is necessary to show that Provincial administration is reason- , 
ably efficient, but not extravagant. 


2. That the functions which the Province is endeavouring to 
perform are not unduly in advance or more extensive than those of other 
Provinces. 


3. That the Province is, for its own purpose, levying on its people 
a fair burden of taxation. 


The Province is not Extravagant. 


This Commission has received full statistical information dealing 
with the revenues and expenditures of the Province over a period of years, 
and we shall be glad to co-operate further in furnishing any information 
regarding the financial transactions of the Province which the Commis- 
sion or its officers desire. We welcome the opportunity which this will 
afford for a critical examination of our finances, as we feel assured that 
when all tests which may be devised have been applied to this Province, 
and your judgment secured thereon, it will be found but to concur in the 
opinions already recorded by Commissions that have investigated in re- 
cent years our conditions. 


In the first instance your attention is called to the judgment record- 
ed by the Duncan Royal Commission on Maritime Claims in 1926, to 
be found on pages 15 and 16 of the printed report, and particularly to the 
following statements: 
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‘In trying to form a judgment on this subject, we have ap- 
plied tests—such as: (a) Is the expenditure which the Provinces 
are incurring reasonable? and (b) Are they accepting, in a 
reasonable measure, the underlying principle of the whole of this 
branch of finance, namely, that Provinces are expected to sup- 
plement their revenues from sources of their own, or are they ex- 
pected to be free to spend as they like and to look to the Domin- 
ion to meet the bill? We have gone over the Provincial accounts 
of the three Provinces in detail. The scope of administration— 
take public works as an example—has certainly increased, and 
it is not easy to draw a hard and fast line as to where Government 
machinery ends. But many departments of their activity are 
being run at a surprisingly low cost, and WE FEEL SATIS- ’ 
FIED THAT THEY CERTAINLY ARE NOT TONITE 
WHOLE INCURRING UNREASONABLE EXPENDI- 
TURE. Nor do we feel that in view of the burdens they are 
carrying they can be expected to meet from their own revenues 
the increased cost of their machinery of government......WE 
ARE SATISFIED THAT THEY DO) RECOGNIZE. SEAL 
PROVINCES ARE EXPECTED TO SUPPLEMENT THETK 
REVENUES FROM SOURCES OF THEIR OWN. AND 
THAT THEIR PRESENT FINANCIAL POSITION DOES 
NOT ARISE FROM ANY MISCONCEPTION SUCH AS 
THAT PROVINCES SHOULD BE FREEVVOGsEE om. 
THEY ‘LIKE AND TO LOOK TO THE GOVERNSIENT 
TO MEET THE BILL. “A REVIEW OF THEIR FENAN. 
CIAL OPERATIONS OVER A LONG PERIOD SUGGESTS 
FRUGAL EXPENDITURE.” 


On the 20th January, 1930, the Audit Board of Canada was directed 
by the Treasury Board to conduct an investigation and to advise as to an 
equitable re-assessment of the claims of the Maritime Provinces by vir- 
tue of the Duncan Report. On the 8th October, 1930 the Audit Board 
made an Interim Report to the Prime Minister of Canada, from which 
the following is an extract :— 


“The Provinces of Nova Scotia and Prince Edward Island 
showed deficits in their Public Accounts for the last fiscal year, 
and the Province of New Brunswick showed a slight surplus. 
We are sure that if they made expenditures upon education, 
health and other public welfare services proportionate to that 
of the other provinces of Canada, these adverse financial results 
would be far greater.”’ 


The Jones Economic Commission in 1984 confirmed the statement 
made by the Duncan Commission in 1926 in relation to Provincial ex- 
penditures by saying, page 73:— 
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‘We also share the opinion expressed by the Royal Com- 
mission on Maritime Claims that the expenditures of Nova 
Scotia have been kept within reasonable and prudent limits. 
We feel that the Province has almost reached the limit of rev- 
enue that is available from taxation, with existing resources in 
industry and population. It is for this reason that is has been 
found necessary to borrow money for the purpose of meeting the 
charges arising from the old age pension scheme, and this shows 
the impracticability of attempting to establish, without ex- 
ternal assistance, further social services that are within reach of 
other Provinces and actually enjoyed in other countries 


Che Jones report then referred to the fact that in the first two years 
of the operations of the Old Age Pensions Act, the deficit of the Province 
was increased by the expenditures of $348,000 and $716,000 respectively 
for this purpose. That deficit was, and is now, included in the debt of 
the Province. In 1936, however, and again last year, the Nova Scotia 
proportion of Old Age Pensions was paid out of the ordinary revenues of 
the Province. The Jones Commission, however, goes on further to say: 


“We have referred to the fact that the deficit from which the 
Province was suffering at the time when the Royal Commission 
on Maritime Claims submitted its recommendation was due to 
the inability of the economic resources of the Province to meet 
the requirements of public expenditures needed to support that 
type of economic life that was regarded as the common heritage 
of Anglo-Saxon communities. We believe that what was true of 
the time at which the Commission sat and reported is substantial- 
ly true today, with the difference that whereas in 1926 the condi- 
tion of industry and trade was relatively satisfactory, at the pres- 
sent time it is under the influence of the world depression.” 


And the White Commission, in investigating this same matter after 
referring to the increased public debt of the Province, stated: 


“Outside of capital expenditures the administration ‘of all 
three Maritime Provinces appears to us to have been quite 
economical and even, as characterized by the Duncan Com- 
mission, “frugal”. The salaries paid to their ministers of the 
Crown, officials and other public servants and the limited 
provision made for social services are on a much lower scale than 
that prevailing in the other Provinces. Every other provincial 
government in Canada has or has had during recent years heavy 
budgetary deficits. It was inevitable that they should have, 
owing to their vast capital expenditures in the ‘‘boom’”’ years 
and relief necessities during the period of depression. We 
should, however, under this heading consider that in ability to 
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meet, out of their annual revenues, the servicing of their public 
debts and their other ordinary expenditures the Maritime 
Provinces are handicapped by the conditions, to which we have 
alluded, of an isolated economic position with respect to the 
rest of Canada, a stationary or declining population and less per 
capita wealth and taxable capacity than most if not all of the 
other provinces of the Dominion.”’ 


These considered opinions are amply borne out by the evidence 
which was available to these Commissions. 
. w 
It may here be mentioned that one of the standards by which the 
Australian Grants Commission determined whether a state in financial 
difficulties should receive financial aid was that of ‘“‘reasonable effort’’. 
There must be some substantial effort made by every State in difficulties 
in order to provide the incentive to get out of those difficulties. In so 
far as the difficulties of a State were due to its own mistakes or extrava- 
gances in the past, the effort required should be greater, but not exceed 
a certain maximum. No state should be asked to reduce its standards 
of government below a certain point, whatever its past mistakes have 
been. In determining the minimum and maximum standard of effort 
for any claimant State, the Commission states, Third Report :— 


“219. It is sometimes said rather lightly that it is always 
possible for any government to pay its way if it makes effort 
enough. This may generally be true of current expenditure, 
but it ignores the questions of debt. If a state is losing popula- 
tion to more prosperous countries, a heavy dead weight debt 
may become an impossible load for those who remain. Similar- 
ly, price changes such as those experienced in recent years may 
convert a reproductive debt to a dead weight debt with crushing 
effect. This is true even of an independent State. Within a 
federation the limits of economy in current expenditure. may be 
narrowly circumscribed. In Australia the expenditure for 
general purposes may be on a scale which the less wealthy 
States could not have undertaken for themselves. The annual 
interest on war debts is nearly £2 per head. Tasmania, as a 
separate State, might well have made the same war effort in 
flesh and blood without feeling able to offer the financial con- 
tribution in which federation involved her. The same circum- 
stance applies to other forms of expenditure. Commonwealth 
pensions of all kinds cost annually £3 per head of population. 
lf the States had been independent, economy might have 
dictated for some of them pensions on a less generous scale but 
in a federation they have no choice. These two items alone, 
amounting to £5 per head, make a large field in which State 
effort at economy cannot function. The total special grants 
last year averaged only about £2 per head of the population 
of the States concerned. 
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‘920.. The effect of federation in preventing drastic 
economies goes, however, much further than this. Wages and 
many salaries are determined within fairly narrow limits for any 
State. Nearly every class of wage-earner and many salary- 
earners can, if they so desire, come under the jurisdiction of the 
Federal Arbitration Court, and secure an Australian wage. 
State determinations of wages can only be effective on the 
condition that they do not fall much below the standard of the 
Federal Court. 


“221. If we exclude public debt charges, which are fixed, 
and call the remainder adjustable expenditure, then wages and 
salaries make for all States about two-thirds of adjustable ex- 
penditure. It is obviously impossible for a government to pay 
its servants much below the corresponding rates in private 
employment, and, in fact, most wage expenditure by States is 
in railways, where rates are fixed by Commonwealth awards. 
Over this field economy cannot go much further than some 
reduction in personnel, a reduction which a few years ago may 
have offered considerable scope, but has now been fairly well 
exploited.” 


The per capita expenditure of Nova Scotia in 19384, the last year 
for which comparable statistics are available, shows the ordinary expendi- 
ture to have been 19.45 per capita, lower than the average for all the 
provinces by .66 per capita; and this is not true of one year, but is gen- 
erally applicable to the Province of Nova Scotia over a period of years 
since Confederation. In fact, save for Quebec and Prince Edward 
Island, we have usually had throughout our Confederation history the 


-Jowest per capita expenditure. A review of the Province’s expenditures 


over a period of years 1s given in the submissions both to the Duncan 
and the Jones Commissions and these are available for your consideration. 


t 


In the collection of revenue the Province has been careful to keep 


“down its overhead cost. The collection of the four major items of 


taxable revenue referred to previously, viz, gasoline tax, corporation 
tax, motor licenses and succession duties, cost the Province $114,827, a 
cost of 2.55 per cent. This is comparable, for example, with the cost of 
collection by the Dominion of Canzda of its Sales, Income, and Customs 
and Excise Taxes in the Department of National Revenue which shows 
for the last fiscal year, of which statistics are available, a collection cost 
of 3.49 per cent. Were Nova Scotia revenue comparable with that 
of Ontario the percentage cost of collection of these items of revenue 
would be very materially reduced as it would cost but very little more 
in supervision to duplicate the revenue; were the returns comparable 
to those received by Ontario from these sourtes of revenue available 
to Nova Scotia our collection cost would be reduced to 1.5 per cent. 
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Moreover, the Province of Nova Scotia imposes other duties on those 
concerned with the collection of taxes, the cost of which is included in the 
foregoing expenditure. The registration of securities, the executive work 
of the Governor in Council, the incidental correspondence of the Govern- 
ment, the registration of companies, partnerships, collection and insur- 
ance agencies, all the work of the Department of the Provincial Secretary, 
including the collection of that portion of the revenue assigned to it, is 
carried on at a cost of 1.5%. 


Taking these services carried on today under the direction of the 
Provincial Secretary, the total cost of administration in Nova Scotia is 
$22,683. For similar services in Ontario the cost according to the Public 
Accounts for 1986 is $235,386; in Manitoba, $110,000; in Saskatchewan 
$34,034; in British Columbia $93,336. These amounts are but illustrative 
and like comparisons could be instituted for other departments of Govern- 
ment. Our ministers of Government are paid very much lower salaries 
than in other Provinces of Canada west of the Maritimes. Our members 
in the Legislature are indemnified for their services and attendance at the 
annual Assembly on a much lower scale than in other Provinces. Gener- 
erally speaking, throughout the civil service the salaries paid are at a 
much lower rate than the other Provinces of Canada. And to make it 
more difficult to carry on government with this lower scale of remuner- 
ation, we have within our population an admixture of Dominion Govern- 
ment employees who are in receipt of salaries which are fixed on a Do- 
minion-wide scale. Moreover, we have a large class of employees, 
such as railway employees, whose wages and hours of employment are 
standardized for all of Canada. 


These are criteria which set up a standard that is difficult for a Pro- 
vincial Government to ignore. If the local Government in itself pays 
the lowest scale of wages, obviously the result in a competitive field is 
to lose from the Provincial to the Dominion service, or to a more attrac- - 
tive field in other Provinces of Canada and States of the Union, many. of 
our employees and many of our young men and women who naturally 
seek the employment that ensures the larger income. It is a very im- 
portant contributing factor to our loss of population, and a loss which 
in the interests of the Province we can ill afford to bear. 


As was clearly shown in the submission to the Duncan and Jones 
Commissions, the Province has not been able to make necessary and de- 
sirable improvements in the various matters which come within its juris- 
diction. The increasing expenditures in this Province have been due in 
the main to the addition of new services not in contemplation at Confed- 
eration, or to an extraordinary enlargement of services which were de- 
finitely committed to the Provinces under the British North America 
Act, but which were regarded by the accepted political theory of that day 
as being unlikely of rapid expansion. 
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Since the interim grant of 1927 was made available to the Province, 
provision has been made for Mothers’ Allowances, and a beginning has 
been made in institutional work in the care of the feeble minded. In 1934 
the Nova Scotia Government was responsible for the cost of ad- 
ministration of Old Age Pensions, as well as 25 per cent of the actual cost 
of these pensions within the province. The cost of highway construction 
has been increasingly felt, and the demands for hard-surfaced roads have 
been so great, and the importance of developing the tourist traffic so vital, 
that much greater expenditures are necessary for these purposes. 


The Commission will find, on examination of the, expenditures for the 
fiscal years of the last decade or so, that there has been no substantial 
increase in the expenditure for civil government, legislation, and ad- 
ministration of justice. The startling increase or expansion has been in 
the cost of public highways, education, agriculture, hospitalization, cor- 
rectional institutions, charities, pensions and interest payments. 


In 1930 at the instance of the Dominion Audit Board, asked to in- 
vestigate the Provincial finance, a statement of the yearly expenditures 
and estimated projected expenditures was made. This estimate of both 
expenditures and revenue was prepared upon the submission of the de- 
partmental executive officers, indicating the amount required in each 
department to carry on the work assigned to it, or that should be covered 
if progress was to be made in the several avenues of government under 
Provincial jurisdiction. The ratio of increase in expenditure since that 
compilation was made has been consistently advancing, so that the fig- 
ures presented are not far from what would be the normal expenditures 
for each year of the decade if the Government is to meet the just aspir- 
ations of its people with respect to the matters under its control. Our 
capital liabilities are now practically at the amount which was stated 
would be reached in 1941. This is due in great measure to the larger 
expenditure for highway construction of hard surfaced roads. The de- 
mands are insistent for increased maintenance of gravel roads, and for the 
extension of the paving program. It is not considered that this projected 
expenditure will be necessarily the actual expenditure of the Province at 
that time, because it is quite evident that without very materially in- 
creased revenue such an expenditure would not be possible and the Proy- 
ince cannot make provision for these very necessary services unless the 
revenue is forthcoming. 


To meet the expenditure now being carried on, the Provinces must be 
helped by the Dominion Government, or new sources of revenue must be 
made available, for the present sources of revenue are being tapped to 
- practically the very limit. When Sir Andrew Rae Duncan in his report 
stated that he recommended the immediate payment of an interim sub- 
sidy, he also stated that these payments would enable the Government 
to undertake a more extensive program in relation to agriculture, coloni- 
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zation, education, and other spheres of administration, which the Gov- 
ernment at the time was precluded from undertaking, because of the in- 
adequacy of their assistance from the Dominion Government. 


Functions Not Unduly Extensive 


An examination of the varied services which the Province of 
Nova Scotia is endeavouring to perform will bear out the contention 
that they are not unduly in advance of, or more extensive than those of 
other Provinces. Indeed, in many respects we lag behind. In all the 
‘other Provinces of Canada the income from naturl resources has been 
sufficient to provide a system of education which has expanded with 
the advancing years, and in the three mid-western Provinces ample 
and very generous provision has been made by setting apart, out of 
Dominion lands, certain areas as an endowment for the purpose of 
- education. From the sale of those lands, which the Dominion had set 
apart prior to their transfer to the Provinces, there was available at 
that time an amount for the three Provinces of $33,293,470. From 
a very moderate estimate of the value of the unsold lands there would 
be available to the Provinces in future years an additional sum of not 
less than $170,000,000. In round figures, $200,000,000 at 3 per cent 
gives to these Provinces annually for additional purposes $10,000,000. 


Only recently has the Province been able to make any advances 
in social legislation comparable with those which have been made in 
other Provinces of Canada. 


I would call your attention particularly to the conclusions reached 
by Dr. Harold A. Innis, and embodied in the chapter on Provincial 
Finance in his complementary report to the Provincial Economic Inquiry 
Commission: 


“Lack of adequate means prevents the Government from’ 
undertaking the purchase and operation of a central reformatory 
and prison farm, a mark of social progress which has been made 
in many other provinces of Canada. The Province has not 
attempted to undertake as satisfactorily as it would like many 
of the functions of government which have rapidly extended 
since the original financial arrangements were made at Con- 
federation, and which have grown very much greater than was 
thought of at the general revision of subsidies in 1907. Even 
in the revision of that year there seems to have been no clear 
recognition of the relationship between subsidies, taxation, and 
the expanding area of the Provincial Government services, nor 
was there any appreciation of the relation of tariff incidence to 
the taxable capacity of the various provinces as I shall show 
later on.” | 
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Burden of Taxation 


Issued as an appendix to the main report of the Jones Economic 
Commission is an analysis of the Nova Scotia Provincial and Municipal 
Tax systems, showing the basis of the tax, its measure and rate as levied 
upon the people of the Province. In a few cases since the publication 
of that report the rates have varied and the revised re-statement is 
submitted herewith for your consideration. It will be seen from a 
careful study that scarcely any avenue of taxation which could be levied 
on the people has been omitted. In fact, the Jones Comission finds: 


“Tt may also be urged that the Provinges have not suffi- 
ciently cultivated their own fields of taxation. We are satisfied 
on an examination of the structure of Provincial taxation, that 
except for the imposition of an income tax which would duplicate 
a form of taxation already adopted by the Dominion, the Prov- 
ince has explored every available means of supplementing its 

_revenues by direct taxation.”’ 


Under ordinary circumstances the provision of new governmental 
services related to social welfare might have been met by the Provinces 
from the proceeds of income taxes. In most countries where rapid 
expansion has occurred in social services, resort has been had to this 
type of taxation. The Government of Nova Scotia, however, though 
possessing the constitutional power to impose income taxes for its own | 
purposes, has been handicapped in doing so, because of the action of 
the Dominion Parliament in appropriating this field of taxation in 1917 
as a means of raising revenue for war purposes. Moreover, the muni- 
cipalities have in some cases, in a moderate way, used this method of 
taxation to implement their revenues. The legal authority of the Domin- 
ion Parliament to impose income taxes cannot be questioned. The 
fact remains, nevertheless, that the appropriation of this field of taxation 
by the Dominion has increased the difficulties of the Provinces, and 
particularly of Nova Scotia, in raising sufficient revenue ‘to meet the 
expanding cost of services which lay within their constitutional juris- 
diction. 


It was recognized indeed, by the Dominion Government that its 
appropriation of the income tax field would embarrass the Provinces 
in their search for new sources of revenue through direct taxation. In 
introducing the income tax measure in the House of Commons, Sir 
Thomas White, Minister of Finance, made this significant statement: 

“The Dominion Government, under the provisions of the 
British North America Act, is empowered to raise revenue by 
any mode or form of taxation, whether direct or indirect. On 
the contrary, the Provinces, and by consequence the municipali- 
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ties which derive their taxation powers from the Provinces, are 

confined, in the raising of their revenues, to measures of direct 

taxation. For this reason, since the outbreak of the war, I have 

hesitated to bring down a measure of federal income taxation. 

As I have stated, the provinces and the municipalities are 

confined to direct taxation, and I have not regarded it as exped- 

ient, except in case of manifest public necessity, such as I believe 

exists at the present time, that the Dominion should invade 

the field to which the Provinces are solely confined for the 

raising of their revenue.”’ 

* 

That the Provinces also regarded the Dominion income tax as a 
.distinct handicap is indicated by the following extract from a submission 
made to the Dominion Provincial Conference of 1918: 


“The provincial representatives recognize that at such a 
time as the present it would not be wise to press the Dominion | 
Government for immediate action on the several claims and ex- 
pectations herein referred to. Without waiving any rights 
they have for the consideration of such matters at a more op- 
portune moment, the provincial representatives respectfully 
suggest that since the income tax has been adopted by the Do- 
minion Government as a war measure, it would be reasonable, 
in view of all the circumstances, that the Dominion should not 
leave to the provinces the duty of imposing new taxes of a simi- 
lar character, but that the Dominion tax be treated as one for 
both Dominion and Provincial purposes, and that a proportion of 
the proceeds of the tax, say 50%, should be assigned by the Do- 
minion to the provinces on a per capita basis to assist the prov- 
inces in meeting the pressing obligations of the time; this ar- 
rangement to continue during the war and for at least one year 
after the declaration of peace and that then the whole question 
of readjustment of the provincial allowances be taken up- for 
consideration.”’ 


Further representations on this subject have been made on behalf 
of the Provinces at the Provincial Treasurer’s Conference held at Ottawa 
in November, 1924, and at the Dominion Provincial Conference of Nov- 
ember, 1927. The Attorney General of Ontario, Mr. Price, at that time 
suggested with respect to the income taxes, — 


“The Dominion should follow the custom of Australia 
whereby the proceeds on personal income should be handed to 
the states, and those on corporations retained by the federal 
authorities.” 
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The Minister of Finance, Hon. James Robb, stated the views of the 
Government at that time as follows: 


“The recommendations of the provinces are double edged. 
First, there is the demand for increased expenditures by the De- 
minion Government, end on the other hand that we should with- 
draw from certain fields of taxation and revenue. Recom- 
mendations have been made that subsidies should be increased, 
that certain expenditures for varied means of transportation 
should be undertaken, that the old age pensions should be at 
the sole expense of the Dominion Government, etc. On the 
other hand, it has been urged that the Dontinion should with- 
draw from the income tax field and other direct taxation sources, 
that we should reduce the customs and excise duties on liquors, 
etc. I have not made a minute calculation, but off-hand would 
estimate the varied recommendations involve either in expendi- 
ture or in the drying-up of sources of revenue, one hundred 
millions of dollars annually.” 


The Dominion, having appropriated the income tax field, the Prov- 
inces have collected additional revenue chiefly from such forms of: tax- 
ation, already alluded to, as taxes on corporations, lands, succession 
duties, motor vehicle licenses, gasoline taxes, amusement taxes, and from 
liquor traffic control under a Provincial Commission. 


From time to time the Dominion Government has recognized the in- 
adequacy of Federal subsidies for purposes within Provincial jurisdiction. 
This was particularly noted in the grants for highways, agricultural edu- 
cation, and technical education, and all these were made contingent 
upon grants by the Provinces, though the Provinces were not all equally 
capable of assuming their respective shares of the expenditures on these 
services, which were required in order to take advantage of the Federal 
subsidies. The differences in the taxable capacity of the various Prov- 
inces were not given any consideration. In appointing the Jones Econ- 
omic Commission the Government of Nova Scotia asked the Commis- 
sioners to consider the adequacy of the financial arrangements that now 
exist between the Province ot Nova Scotia and the Dominion. The sub- 
mission of the Government sought to show— 


(1) ‘That Nova Scotia because of its relatively low tax- | 
able capacity was unable to meet the demand for increased Gov- 
emmental services without imposing an intolerable burden 
upon its surviving industries and its declining population. 


(2) “That the incidence of the Canadian tariff upon the 
economic life of Nova Scotia had contributed materially to its 
low taxable capacity. 
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(8) ‘That the financial difficulties of the Provincial 
Government could not be met satisfactorily or equitably by a 
re-allocation of the fields of taxation which it shares with the 

- Dominion.” 


With the contention of the Government of Nova Scotia the Jones 
Commission substantially agreed, and, after concluding that the Prov- 
ince had exhausted all its available means of revenue, the Commission 
recommended that the Dominion should assume responsibility for the 
cost of old age pensions and unemployment insurance, and that the Do- 
minion should continue grants for technical and agricultural education. 

‘ 

The enervation of the industry and commerce of the Province, due 
in large measure to the operation of Federal policies, has been reflected 
in a lowering of the wealth and income of the Province. This matter 
has already been dealt with in Chapter IV of this Submission, and it is 
unnecessary to repeat here the arguments there set forth. Let it suffice 
to say that the diminution of the revenue producing capacity of the Prov- 
ince has made it impossible for the Provincial Government to discharge 
adequately its duties under the constitution, or to meet suitably the de- 
sire and the imperative need for the inauguration of new or the extension 
of existing services, particularly in the social field. 


Having regard to our Provincial wealth and income and our natural 
resources, we feel that we are making as strenuous an effort to secure 
needed revenue as any Province in Canada; indeed, more strenuous in 
many respects. Thus, in later passages of this Submission dealing with 
the matter of education, it will be shown that Nova Scotia, despite its 
low per capita wealth and income, is making a more vigorous effort to 
support education than are several other Provinces. 


The main support of education falls primarily on the smaller or 
_ local units—the school sections. Most of the revenue available for these 
units is derived from taxes on real or personal property. The marked 
decrease in rural population in this Province in the last fifty years, and 
the fact that in the productive age groups the Province stands consid- 
erably lower than the Canadian average, indicates a serious drain on the 
productive powers of these local units, and involves at the same time 
a material increase in their expenditures for charitable and social services 
because of the unusually large percentage of the dependent age groups in 
the population make-up. 


The burden of municipal finance falls almost entirely on real and 
personal property, and it is a burden already too heavy, and certainly 
-a burden which cannot be further increased. 
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The municipalities of the Province are submitting to this Com- 
mission a Brief setting forth their views on these questions, which, 
doubtless, will be of value to the Commission. We should also like to 
refer the Commission to a memorandum on the problem of municipal 
finance, prepared by Dr. S. A. Saunders, and published as one of the 
appendices to the Jones Report. 


Over all Provinces the tax revenue is secured mainly from income 
taxes, capital and corporation taxes, succession duties, gasoline taxes 
and automobile licenses. The revenue from these depends on the rate 
of taxation applied, and on the economic conditions in the various regions. 
For example, given the gasoline tax rates, tte yield depends on the 
standard of living in the particular Provinces; given the tax rate on 
capital or corporations, the yield depends on the size and profitability 
of private enterprises. Generally speaking, the rates of these taxes 
are fairly equal as between the Provinces, and are about as high as they 
can be pushed under the existent system with its manifold taxes, and 
its conflicts between taxing authorities. In poorer Provinces in par- 
ticular, where revenues are not buoyant, further increases in rates may 
affect the yields. With tax rates as high as they are at present, it. is 
clear that any failure in providing adequate revenues must be attribut- 
able almost entirely to the economic conditions in the Province concerned. 


It is not sufficient to try to measure any single Province’s attempt 
to gather revenue by reference to its own tax system alone. The ability 
to gather new revenue depends on the existent tax burden in relation 
to the economic position, and the existent burden depends, not only on 
a Province’s own tax system, but also on the tax system of the Dominion 
and the other Provinces. Some Provinces, because of their peculiar 
position, may have to bear a relatively great part of the incidence of 
Dominion taxes, and may even have to bear some incidence of the taxes 
raised in other Provinces. This shifting of incidence is undoubtedly 
present in the Canadian economy, with its specialized economic.regions. 
Without pursuing this enquiry far, it is clear that if the firms of one 
region have a large element of price leadership in the markets of another 
region, there will be opportunities open to them to pass part of their 
taxation on to those other regions. In this way, part of the Dominion 
and Provincial taxes of some areas can be shifted to consumers (or 
producers) in other areas, and the shifting is mainly from the stronger 
to the weaker. Accordingly the capacity of the weaker outlying regions 
to expand their tax systems is limited, not only by their own economic 
weakness and their burden of Provincial taxes, but also to the extent 
that they are forced to bear part of the incidence of taxes raised by 
taxing authorities outside the Province itself. 


Accordingly any attempt to review the tax structure of Provinces 
necessitates a review of the Canadian tax system as a whole. About 
the systems as a whole, the following points may be made. 
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(1) Since the question of shifting of tax incidence as between 
Provinces is an important one for the outlying regions in Canada, it is 
necessary to remember that the more direct the tax system (as in the 
case of income tax), the fewer the chances of shifting incidence. 


(2) At present, the Canadian tax system is handled by different 
authorities, and as such is prone to result in tendencies that are inimical 
to the best interests of citizens and of government. 


(a) Citizens suffer in so far as different tax authorities alter their 
own tax scheme without reference to the actions of other tax authorities. 
Thus there is no planned attempt at present to attain justice in the tax 
scheme as a whole, so that it will bear with equal (or proportional) burden 
on different regions and different individuals. The division of authority 
makes an equitable scheme difficult, but not impossible. It would be 
possible to arrange the tax scheme as a whole so that the inequalities 
created by one taxing authority would be compensated by those created 
by another authority, so that on balance the synthetic system would 
be equitable for regions and for individuals. Butthat would be difficult, 
to arrange. An equitable system would differentiate between rich and | 
poor by a progressive tax system, but the existent Canadian system | 
tends to be regressive rather than progressive. 


(b) For governments, the division of taxing power also created 
difficulties. In the conflict between these authorities, large firms fre- 
quently find it easy to resort to tax evasions. 


(3) Much of the difficulty in Provincial budgeting is attributable 
to the change in social philosophy in the twentieth century. In most 
countries this change towards increased welfare and social services 
has moved part passu with an increased dependence on direct taxation 
which is progressive in rate and differentiated as to the source of income. 
This growth of ‘social’ expenditure is usually coupled with the growth 
of progressive taxation. In Canada, however, attention has been focussed 
mainly on the expenditure side of this process and the tax system has 
not been adapted to the new expenditure requirements. Hence the 
budgetary difficulties. ; 


From these three points of view, it appears that the need for ans 
equitable tax system, and the need for a system that is efficient to the 
taxpayer and productive for the Government, can be met only by a 
greater concentration on a direct tax system for Canada asa whole- 
This would indicate a centralisation of income tax, corporation taxes 
and inheritance taxes in the hands of the Dominion Government, where 
they can be made national in scope, and a calculable element of progres- 
sion Incorporated within them. Apart from greater efficiency and 
Ee aera aia such a scheme would carry certain benefits to the weaker 

rovinces. 
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(a) A greater dependence on a direct and progressive tax system for| 
Canada as a whole would reduce the chances of taxes being shifted to 
the outlying regions, because the progressive income tax is difficult to) 
shift. 


(b) It would remove the situation which now exists when Nova 
Scotia tries to tax companies that do business here but are not registered 
locally. It was some time after Confederation before the industry o 
the country began to be conducted by limited liability corporations, 
In the search for means of revenue this type of corporation has been a 
large contributor to Provincial finance. The Provinces, particularly 
the outlying ones, have experienced difficulty in dealing effectively 
with companies incorporated by the Dominion of Canada, so that they, 
with companies within the Provincial jurisdiction, should share alike 
in the taxation methods applied. The volume of business done by such 
companies organized by the Dominion with their central offices in Ontario 
and Quebec, is now very large, and many of them can not be reached 
for Provincial taxes. Smaller local firms suffer by losing business to 
those outside companies and having to pay a tax rate that is higher 
than it would be if those other companies were bearing their tax share. 
The powers of the Province should be so enlarged as to enable them 
to deal more effectively with such companies in the matter of taxation. 


(c) It would offset the present preferred position of the central 
Provinces with respect to inheritance taxes. Profits (and inheritances 
therefore) built on Canadian industry as a whole, are now enjoyed by 
the central Provinces. Of the total succession duties collected in all 
Provinces in 1934, particulars of which are gathered by the Dominion) 
Bureau of Statistics in ‘Financial Statistics of Provinces in Canada, 1934’’| 
the latest report available shows that Ontario enjoyed 59.1 per cent;| 
Quebec secured 24.4 per cent and the other seven Provinces have the re- 
maining 16.5 per cent divided among them. Subsequent years will show 
an even greater disproportion. If these succession duties were part of 
the national tax scheme, the redistribution of this revenue to the Prov- 
inces would be on a more equitable basis, and therefore, to the advantage 
of the weaker Provinces. 


SPECIFIC NEEDS. 


There are certain fields of Government activity in which, through 
inadequate sources of revenue, this Province is lagging behind, and these 
are notably the fields of education, public health, social services and 


_agriculture. 


[ shall refer specifically to each of these subjects. 
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EDUCATION 


The public schools of the Province are organized in what is known 
as the ‘‘district’’ system, in which each district (called “‘sections’’ in 
the school law of the Province) is primarily responsible for initiating 
and carrying on educational services within its boundaries. In the 
Province there are 1758 school sections, divided as follows: 


Rural school sections... 2. anus ok. ee es 
Villase school sections ..:.. vas. bs eee 


Utban school sections... 2. abe 3 Uae See 
a 
The urban sections are the incorporated towns and cities; the 
village sections include all other sections having more than one regular 
teacher; the rural sections are those in which only one regular teacher 
is employed. 


The number of classrooms in operation in the various sections was 
3320, in the school year 1935-36. (Unless otherwise indicated, all 
figures given hereafter will be from the report of the Superintendent 
of Education for 1985-36). The total enrolment of pupils in the twelve 
grades of the public school system is 116,888, divided as follows: 


Elementary Schools (Grades I-VI) ...........;.81,3838 
Junior High Schools (Grades VII-IX)...........25,370 
Senior High Schools (Grades X-X11) 2 22 85 


The public schools are supported by contributions from three 
sources: (1) Local rates and taxes, levied and collected by the school 
sections. (2) The municipal school fund, levied at the rate of $1.00 per 
head of population in the various municipalities, and rated on the mun- 
icipality as a whole (including incorporated towns and cities therein). 
(3) The largest contribution from the Province is what is known as 
provincial aid, which is paid direct to teachers semi-annually according 
to a graduated scale based on class of license, years of experience, and 
number of days taught by the teacher during the year. Revenues from 
the various sources in 1936 were: 


Local rates and taxes 02". 5... 
Municipal school tund. 252 eee 516,458 
Provincial treasury. ... 2 5..05) ss oe ee 

Dotal . 3 oo c0 2 Seen o's 5 ee ee 


Comparative Ability Of Nova Scotia To Support Education 


Since the support of public education is left entirely to the various 
Provinces, a study of the relations between the Federal and Provincial 
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Governments, particularly with respect to finance, should include a 
comparative study of the abilities of the various Provinces to support 
education. The ability of a Province to provide educational services 
and other governmental services is, of course, almost directly proport- 
ional to its wealth—presuming that the wealth gives rise to the income 
from which the services are supported. The following table shows the 
per capita wealth of the Provinces, with Nova Scotia at the foot of the 
list: 


Table 1 


Per Capita Wealth of the Canadian Provinces, 1936 


~ 


British ‘Columbiac... ..i.. .«. 2 eee 2 oh gee ee 


Albérta:..% eae ela as cai ee Ziae 
Saskatchewan ree ox 5.5.0 Pee ee eee Zt hl 
OntariGa kh) MeeRMee scotia fc ae 5 weer oon 2,468 
Que DGGis ay times. Salen Se 4.55 ht.. See 2,209 
Manitoba! tees <b. k-i dn 8 @: e JAM 
New Brunswick: . 0. 2... ..0 eee 1,739 
Princesidwardasland ..ec.. 2402 eee esas 
Nova ocotian bie. i oe eee 1,514 


Perhaps a better measure of the comparative ability of the Provinces to 
support education is the assessment of real and personal property per 
class-room, since almost the whole of local revenues for education in the 
provinces is derived from taxes on real and personal property. 


Table 2 
Assessed Valuation per Classroom in the Canadian Provinces, 1934 
4 (2) 
British Colmina....¢2 o.oo Loot 
Oitatin ee were atc e | OOROG 
Saskatcnewait. 0.2. cc u-te.c LObpogel 
Manitoba eercie« scene nee RES SR 
Ouehee eee oka) LE 
Albertans Gant G5 ke 99,296 (Certain local sections 
New Brunswick. .... ..¢..).. 67,124 omitted) 
Prince Haward lelands.<..... 61,941 
Nova SCouin ete = cbs ales 52,278 


Here, too, Nova Scotia ranks last among the nine Provinces. 


In comparison with Nova Scotia’s ability to support education, its 
effort to support education may be shown by tables giving expenditure 
per pupil, and average salaries of rural school teachers: 


(1) Canada Year Book, 1987, p. 868. 
(2) Assessment from Canada Year Book, 1987, p. 857 
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Table 3 


Expenditure Per Pupil in Average Daily Attendance, 1934 (1) 


Ontario?) A Eee 
British 'Columbia. @... 05.0) 2. 8 wo eee eee 
WA Wetton ck Go cee 2a ee 82.47 
Manitobasc: 4. se oe Se ea ee 
Quechee: fea ferns sSi las 4 tue ea 
SaskAtChewWall.c J. oe nv se pett sae ee 54.10 
Nova Scotia. i. css s.5 .03t ae ie ee 
New Brinswitky 2.i¢. 4.4." 2 <2 eee ee 41.08 
Prince Edward sland); .) 2 244.).48 5 eee 38.15 
Table 4 


Average Annual Salary of Teachers in Rural Schools ” 


(1936 or latest year recorded) 


British Columbiac 9) 7 0/4735 4 eee 949 
Ontario’ (Public) 4 yee eee 744 
Ontario (Separate). 2k ce teat oes 2 ee 741 
Alberta. . 2%). .2a0¢ oo) oh. Lo ee eee (28 
Manitoba fe 22 oe we. 2 be eee 601 
Nova Scotiavs3. .3.:.2° 703.24. 536 
New Brunswick... : 4:44. 7. 500ee8 eee 509 
Price kdwara island? s8.0 4. 22 ee 481 
Sasleitchewan aye bss bkercck +b chee. ee 465 
Quebec) (lay Protestant). 2... cca ae ee 405 
Ouebéeieiy Catholic) )y o< cc: .c-0 pee 212 


These tables show that Nova Scotia, although lowest in the two 
criteria of ability to support education, is third from the last in per pupil 
expenditure and fifth from the last in salaries of rural teachers. The 
inference is that Nova Scotia is making considerably more effort to 
support education, in view of her resources, than the Provinces listed 
below Nova Scotia in the tables given above. 


The average annual salary for rural school teachers in Nova Scotia— 
$536—includes teachers in village schools of several departments and 
includes also amounts paid direct to teachers from Provincial aid, The 
salaries actually paid teachers by the localities (i. e. school sections) are 
much lower ($383 in 1936). Even with the Provincial aid, however, 


(1) Annual Report of the Superintendent of Education for Nova Scotia, 1985, p, xiis, 
(2) Dominion Bureau of Statistics—Status of the Professions in Canada, Bulletin No. 2, 
1987, p. 8. | 
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_ the salaries are low— the equivalent of $10.81 per week if spread over the 
whole year—and it cannot be expected that the Province will have a 
highly trained and serious group of rural school teachers so long as 
salaries remain at the present level. 


Relation Of Provincial Expenditure On Education To 
Municipal and Local Expenditure 


It is also important to show the relative ability of the various govern- 
ing bodies within the Province to support the burden of education. 
That the Provincial Government is making comparatively great efforts 
to support education may be seen from the following table, which shows 
the percentage of Provincial Government expenditure on education to 
the total expenditure on education in the various Provinces: 


Table 5 


Percentage of Provincial Government Expenditure on Education 
to Total Expenditure on Education by Provinces (1934) 


Prince Edward Island... .->.......2.</3 epee 
British: Columbia. 2.2.02. /0 52.4 4 eee 
NovaiSeotia<.) 0.0 [68 cll ae ee 
QOuebeck toes 2 oe Bel ae ee 
Saskatchewamntes : hi Gonder ee 
New. .Brunswickss @ <4 .o $04 ea eee 
Mamitobas.. i. 0a ccs cn 0 abc cece eee 
Aiberta 2% 2 on 632.420 Bo eee 
OUTATIONS Bek. boon ye ne a Re: eo 


The table shows that Nova Scotia stands third among the Provinces in 
the contribution of the Provincial Government to the total expenditure on 
education in the Province. A similar table, comparing the total ex- 
penditure for all purposes, shows that Nova Scotia stands fourth. 


Table 6 


Percentage of Provincial Government Expenditure on Education 
to Total Provincial Expenditure for All Purposes (1934) 


Prince Edward: tsland.« 2 2.6.2. os eee 
UE DE FG Naess 5 ak... 7 a.m hte eee eer eee een ees 
Saskatchewan os cc AG o ceva rte ee 
Nova Seotiaigcc 5 ee eee ee kee 
Git iecty (6 enn A are es AO EN ew mee ne WEE, 1, 
Britishucolumbian oi 8". 22 uetcet. ee ee 
PAL BOLTED 5 8.7 iv ate ie ag eters NAL eda oe ee Ee 
NEW BRUAnSWICK: Boe} oa ocei. ee aes de 
Mantiobay.. et: ibe bee ed 


‘1) Annual Report of the Superintendent of Education for Nova Scotia, 1985, p. xiii. 
(2) Annual Report of the Superintendent of Education for Nova Scotia, 1935, p. xiii. 
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And the Province’s contribution to education has been growing. In the 
decade from 1926 to 1986 the percentage of the whole cost of education 
contributed by the Provincial treasury increased from 18.8 to 27.2, with 
a corresponding decrease in the percentage contributed by the munici- 
palities and the school sections. 


An examination of the contributions made by the municipalities ° 
and sections to education will show many signs that these bodies are 
now contributing up to the limit of their capacity, and that the sections, 
particularly, even with great effort are in many cases not able to support: 
even a meagre minimum of education. Evidence will be submitted 
elsewhere on the general financial condition*of the municipalities, but 
it has been known in the Education Office for some time that the munici- 
palities find the burden of the municipal school fund too great for their 
resources. ‘“‘In some counties it is not being collected in full or on time, 
and disbursements to the school sections are often long overdue.””™ In 
many counties, due to a decrease in population (with the- number of 
schools to be supported remaining the same) the municipal fund no 
longer pays to the sections even the $120 per teacher. In Inverness 
County the municipal fund has dwindled to $95 per teacher, with no 
balance available for assisted sections. 


The picture in the sections is even more depressing. There are- 
evidences that an increasing number of rural sections are unable to. 
provide for education from their own resources. Accumulated arrears 
in rural teachers’ salaries up to, and inclusive of, the school year 1935-36 
were $187,292. The number of sections requiring special assistance 
[rom the Provincial treasury (in the form of ‘“‘special assisted’’ and ‘‘re- 
mote” grants) and from the municipal fund has increased from 381 to 
597 between 1930 and 1937, with a particularly marked increase in the 
last two years. The number of “special assisted’’ sections, which have 
an assessed valuation of less than $4,000, has increased from 36 to 56 
in the same period, and the number receiving ‘‘remote’”’ grants (a term 
which now covers any needy section whose needs cannot be supplied 
from the municipal fund) increased from 20 to 173.” 


Another evidence of poverty is the number of one-room rural schools 
with enrolments over fifty—112 of these in the school year 1936-37— 
unable to employ another teacher or to make the necessary addition to 
the school building if the teacher could be employed. There are a few 
sections, on the fringes of growing urban communities, which are unable 
either to erect a school house or to employ a teacher. Their children 
are being educated by the nearby towns, but the sections themselves 
can make no contribution whatever to the education of their own children. 


: Gi 7] 
(1) Annual Report of the Superintendent of Education for Nova Scotia, 1935, p. xiii. 
(2) Figures from the Journe sl of Education for October, 1930, and for October, 1937. 
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Conclusions and Recommendations with Respect to General 
Education. 


The preceding sections indicate that the rural sections of the Prov- 
ince are finding it increasingly difficult to support their schools. They 
can scarcely be expected, as a whole, to improve their standards or to 
expand their offerings. At present the rural schools of the Province give 
only the barest minimum of general education. The majority of them 
attempt to teach high schogl subjects in addition to the work of the first 
eight grades, and almost invariably they do it badly. Figures from the 
Common Examining Board of the Maritime Provinces and Newfoundland 
show that of the candidates from rural schools who attempt the examin- 
ations of Grade XI about 25% are successful, while about 60% of candi- 
dates from urban centres are successful. In addition, the rural schools 
can rarely give good instruction in the ‘“‘special’’ subjects, such as music, 
art, crafts, mechanic and domestic science. 


A study made by the Education Office in 1981 showed that a sum of 
$375,000 annually would be needed to raise the salaries of rural and vil- 
lage teachers to a minimum of $600.00 per teacher, exclusive of Provincial 
aid, and there is no reason to believe that the sum would be any less at 
present. If further stimulus were to be given to rural education by the 
establishment of rural high-schools, at least $100,000 more would have 
to be provided annually. If the Province wished to establish circuits 
for the teaching of music, art, manual training and domestic science 
(subjects just as essential to a well-rounded education in rural districts 
as they are to town pupils), such additional teachers would cost 
$144,000 annually, allowing only two sueh teachers for each county. 
($1,000 per teacher—salary, equipment and travelling expenses.) 


The total cost of these desirable extensions to general education 
would be approximately $650,000 annually. This is a low estimate, and 
omits many costs which might be assumed if children in rural sections 
are to be given opportunities for education equal to those offered in the 
towns and cities. 


If the evidence submitted to the Commission in other reports shows ° 
that the Provincial treasury is unable to secure revenues for any exten- 
sions to educational services in the Province, and if the Commission feels 
that the educational services in the Province, particularly those in rural 
schools, should be improved, then the conclusion follows tha tany addi- 
tional revenue for general education must come from the Dominiou 
treasury. Whether this is given to the Provincial government as part 
of a lump sum for general governmental purposes, or as a sum especially 
earmarked for general education is not material, provided the necessary 
services indicated above are established and maintained. ‘ 
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Recommendations With Regard To Special Educational Services. 


The information given above refers entirely to general education— 
a charge legitimately placed on the Provinces and one which the Province 
is supporting to the limit of its ability. There are, however, certain as- 
pects of education which are of federal importance, because of their re- 
lation to the national economy and national well being. These are tech- 
nical education, agricultural education, and health services for the schools. 
Artisans and technicians trained in Nova Scotia may move to other Prov- 
inces and carry on their work there; the same is true, to a lesser degree, 
of persons technically trained in agriculture. Even if they remain in the 
Province, however, the contribution they make to industry and agricul- 
ture is a contribution as much to the Dominion as a whole as to the Prov- 
ince, particularly if they are engaged in producing goods that are sold 
outside the Province. The importance of the health of the people to na- 
tional defense is obvious. Paradoxically, it was found in the last war 
that people from the country, although they had lived outdoor lives, had 
as low a standard of general health as dwellers in the towns. In Nova 
Scotia it is the health of rural school pupils that needs most attention, 
for they now have very inadequate school health service. 


The Dominion Government recognized the importance of vocational } 
education in the Technical Education Act of 1919 > under the terms’ 
of which the Province was reimbursed for 50% of its expenditure on sec-|, 
ondary technical education. The terms of the Act expired in March, 
1936, and left the Provincial treasury to bear the burden of supporting” 
the evening technical schools and coal mining schools that had been es- 
tablished under the Act. This, of course, was the original intention of 
the Act, which as its title indicates was only for the ‘‘promotion’”’ of tech 
nical education and not for its perpetual support. However, it has been 
shown above that the Province has difficulty in supporting general educ- 
ation, andthe added burden of supporting technical education can only 
result in postponing additional expenditures for general education. Ap 
proximately $50,000 per year was received by the Province under the terms 
of the Act, asum which would be sufficient to bear the interest and retire- 
ment charges on the capital expenditure for the proposed rural high 
schools. Further, the demand for technical education in the Province 
is growing steadily. For many years the urban communities felt no need 
for vocational training, and the Province as a whole was slow to take 
advantage of the provisions of the Act. But within the past few years 
several of the larger communities have established in their high schools 
departments for commercial education, and there is a demand in several 
of the industrial towns for the erection and establishment of full time 
vocational schools. Technical education, however, is expensive and the 
communities in the Province which need vocational schools are not able 


(1) An Act for the Promotion of Technical Education in Canada: 9-10 George V, Chap. 73. 
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to bear both the cost of erecting and equipping vocational schools and of 
supporting them when they are established. The Department feels that; ’ 
on the grounds of national interest the Technical Education Act of 1919) . 
should be revived. 


The Dominion also has recognized the importance of agricultural 
-education, by the Agricultural Instruction Act of 1918. Under this Act 
the Rural Education Division of the Department of Education was es- 
tablished, grants were given to agricultural extension work, and the 
Provincial Agricultural College. The grants to the Province from 1913 
-to 1924, when the Act expired, were on the average $82,000 per year. 
The Department of Education has continued its Rural Education Divi- 
sion (although the staff has been cut down since 1933), and the Depart- 
ment of Agriculture has continued and expanded its agricultural exten- 
sion work. The Department of Education thinks, however, that agri- 
cultural education of a secondary school grade should be established in 
the Province. There is an insistent demand for instruction in agri- 
culture in rural schools. Such a demand is out of place, of course, if 
applied to the one-teacher rural school, for such schools can scarcely pro- 
vide the elements of general education. If, however, the rural high schools 
were established as indicated above these schools could well employ a 
specialist in the teaching of agriculture (who might also be the teacher of 
Science in the school—a combination quite popular in small high schools 
in the United States). Such a teacher would have time to teach the ele- 
ments of scientific agriculture -and would be teaching pupils sufficiently 
mature to profit from the instruction. An arrangement could be worked 
out whereby theory could be combined with practice, either by a school 
agricultural plot or by a cooperative arrangement with the farms in the 
neighbourhood. High schools already established in country towns and 
villages should also offer secondary school courses in agriculture and have 
special teachers for the purpose. Probably 100 teachers would cover the 
Province—but 100 teachers of the type needed would cost at least 
$100,000 annually, and this sum cannot be raised by the rural sections and 
country towns. At present there is a great revival of interest in agri’ 
culture in the Province and ademand for knowledge as to how to make 
agriculture more profitable. This demand might be met by the pro- 
vision of federal aid to secondary school instruction in agriculture, at 
least to the extent of fifty percent of the Provincial expenditure on saa 
instruction. 


The demand for knowledge about scientific agriculture is not con- 
fined to pupils at school. The adult farmers of the Province are per- 
haps more interested in improving their own knowledge than in the pro- 
vision of instruction for their children. The extension work being done; 
by the Department of Agriculture meets this need in part; and it is met 
partly by the study clubs established under the direction of St. Francis . 
Xavier University. Short courses and correspondence courses given 
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by the Nova Scotia College of Agriculture provide others with infor- 
mation. But there is no place to which a farmer may go for short periods 
of intensive training in agriculture of a less advanced type than that 
given by the Agricultural College. The Department feels that any 
programme of agricultural education should consider the establishment 
of centres to which adult farmers can go for instructions—centres similar 
to the more vocational of the Danish Folk High Schools which are 
attended entirely by adults. Adult farmers do not wish to attend 
the same schools as their sons and daughters and the majority of them 
lack the background of general education which their children in high 
school grades possess. If assistance to agricultural education is to be pro-, ' 
vided by the Dominion, provision should be made for the establishment 
of adult agricultural schools of not too advanced a type in the main agri-’ . 
cultural districts of the Province. 


The third matter referred to in this section—health services for ° 
schools, particularly those in rural districts—has received no attention 
heretofore from the Dominion Government and little from the Depart- - 
ment of Education. The Province has an up-to-date course of study in 
health, with a graded series of textbooks from Grades V to IX, and the 
teaching of health is emphasized at the Normal College. The Junior 
Red Cross Society each year has about 1000 branches in the schools, 
with approximately 30,000 children enrolled as members, and its work 
stresses the importance of the formation of health habits. The St. John 
Ambulance Association offers two courses each year at the Nova Scotia 
Summer School, and teachers trained in these courses offer instruction 
in First Aid in their schools. As far as instruction in health is concerned, 
then, the Province is doing as much as it can, and perhaps more than some 
other Provinces. What is lacking to a large extent are actual health 
services—regular examination of children, regular clinics, special classes 
for children with various health defects. The Department of Health 
has fourteen school nurses who spend a great deal of their time in the rural 
schools, but they cannot possibly visit all the rural schools in the eighteen 
counties of the Province often enough. Their work must necessarily 
be hurried and follow-up work almost impossible. As a contrast, the city 
of Halifax employs four full-time nurses for school work alone. With 
regard to clinics, three regular employees of the Department of Health 
conduct ‘‘chest clinics’ in the rural areas once a year. Apart from that, 
rural school pupils have no access whatever to public health clincs unless 
they live near towns which have clinics. There are no dental clinics 
available for rural school pupils—and in consequence the teeth of rural 
school children are almost invariably badly cared for and are responsible 
for much of the poor health in rural districts. Such services as classes 
for crippled children, open-air classes, sight saving classes, special cen- 
tres for corrective physical training to correct posture defects—all of 
which form part of the school systems of wealthy cities in the United 
States, England and Germany—are not even thought of in connection 
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with our rural schools, and would not be asked for by the Department. 
But assistance should be given either to the Department of Health or to 
the Department of Education to increase the number of school nurses 
available for rural schools, and maintain at least one general health clinic 
and one dental clinic for each county. 


Excluding the expenses of health services, in so far as these services © 
relate to schools, it is estimated that to bring education in this Prov- 
ince to its proper position assum of Seven Hundred Fifty Thousand 
Dollars over and above the amount now being expended will be necess- - 
Air 


PUBLIC HEALTH 


Probably no function of Government has shown such expansion 
in recent times as Public Health activity, and more and more the import- 
ance of Public Health to the welfare of the nation is becoming recognized. 
The Province-wide control of infectious diseases, the advancement of 
maternal, child and school hygiene, the collection of vital statistics, the 
management of sanitation, the general supervision of the health acti- 
vities of local units within the Province, the education of the people in 
health matters, the promotion of certain social measures which have a 
direct bearing on public health are, or ought to be, proper fields for ‘the 
expenditure of public moneys. 


Within recent years this Province has embarked on two social ° 
measures of great importance, namely, the payment of mothers’ allow-. 
ances and of old age pensions. In mothers’ allowances payments we are 
not so generous as many Provinces, either in the amounts granted to de- 
serving mothers, or in the type of case which comes within the scope of 
our Act. Thus, the maximum payment to a widow in Nova Scotia, no 
matter how large the family, is $60.00. In most of the other Provinces 
the maximum is greater. In Nova Scotia mothers’ allowances or pen- 
sions are paid only to widows who have two children under the age of 
sixteen. In some Provinces benefits of such Acts are extended to widows 
with one child, and to mothers whose husbands are incapacitated through 
illness, insanity or certain other specified conditions. 


So far as old age pension payments are concerned, the average ’ 
monthly payment for pensioners in the Maritime Provinces is lower than » 
in the rest of Canada. 
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The table given below indicates the average monthly payment to 
old age pensioners in every Province of Canada: 


Alberta = 3.2... | See eran 
British Columbia! 7.2 4. e eee 19 .20 
Manitoba ...s.50 ae eee eee 18.68 
New Brunswick 8 2. eee L3e50 
Nova Scotia. ¢: << eee ee ee be 
Ontario... -. Ss. See eee 18.32 
POE: lo 2 oe OS ee eos 
Quebec . ies os oe ee 
Saskatchewan i.) ac.) eee 1G 25r 
NOW. Os, oe eee 


The Department of Public Health in this Province should have furth-’ 
er moneys for the development of public health units, for more extended 
services in the fields of maternal and child welfare and school hygiene, 
and for more generous provision in relation to other matters of social 
welfare which, in this Province, are administered by the Department of 
Public Health. For these purposes no less than Five Hundred Thous- 
and Dollars yearly is immediately required, over and above the present ° 
expenditures of this important Department. 


The above estimate does not take into consideration any sum for, 
slum clearance and housing. The Province is willing to join with the 
Federal Government and with municipal authorities in making some. 
provision for this very important and necessary social measure. ‘Three 
years ago the Province set aside a sum of $200,000 as its initial contribu- 
tion to a housing scheme. Due to difficulties local in character, no part 
of this fund has yet been expended, but unquestionably the need for bet- 
ter housing in our cities and larger towns is a matter to which all govern- 
ing bodies must in the near future give serious attention. 


AGRICULTURE 


Mention has already been made of the withdrawal in 1924 of grants: 
made by the Federal Government to the Provinces in aid of agriculture. . 
It is the opinion of the Government of Nova Scotia that the services of 
the Department of Agriculture should be extended in several directions, 
with the view of arousing a greater interest in agriculture among our 
people, and with a view, too, of inducing more Nova Scotians to adopt 
agriculture as a life vocation. With this end in view it is felt that there 
should be provided at the Nova Scotia Agricultural College at Truro 
summer courses for rural teachers. In this work the staff of the Provin- 
cial Normal College at Truro would cooperate, and it is hoped that as a 
result of these courses rural teachers would be better equipped, and able 
ee a higher type of leadership in rural communities than is now avail- 
able. 
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Other desirable activities by the Provincial Department of Agri- 
culture are attention to dairy herd improvement (the expense of which 
was formerly borne by the Federal Government), increased agricultural 
grants with a view to improving the standard of livestock in the Province, 
and added provision for agricultural extension work and agricultural edu- 
cation generally. 


The proper expansion of the work of the Department of Agriculture 
will, it is estimated, involve an additional expenditure of One Hundred 
Thousand Dollars. 


FISHERIES 


With regard to fisheries, the Government of Nova Scotia seriously ° 
considered whether or not it should ask the Federal Parliament to return 
control of the fisheries to this Province. On reflection, however, we 
concluded that unless we had the power to negotiate for markets and 
also had some control over transportation arrangements, it would be 
doubtful whether the Province should embark on Provincial control. 


The problem of international treaties and international agreements 
as to fishing waters would also render difficult of success a scheme of 
Provincial control. 


The Government of Nova Scotia feels that the Federal authorities 
should continue and enlarge upon the present activities of their staff 
in fisheries research and experimentation, and that a greater measure of 
control should be vested in the Federal Supervisor of Fisheries for the Mart- 
time Provinces. The Province has endeavoured to assist the fishermen of 
Nova Scotia by contributing in equal shares with the Dominion Govern- 
ment to a loan plan for needy fishermen, and by undertaking solely 
out of its own resources the payment of a bonus on dried fish. These 
activities might well be regarded as beyond the ordinary scope of a 
Provincial Government’s functions, but the plight of the fishermen of 
Nova Scotia in recent years has been so critical that this Government 
felt obliged to come to their assistance to the extent of its resources. 
he Government is willing to embark, in conjunction with the Federal 
Government, on schemes having in mind the training of fishermen in 
improved methods of preparing and marketing their products, and in. 
general educational work of that character. 


Inasmuch as fishing is one of Nova Scotia’s most important indus- 
tries, and in many respects, perhaps, the most distinctive and typical, 
it is the view of the Government that it should appoint a Provincial” 
officer, in the capacity of Provincial Supervisor or Director of Fisheries, 
who would give attention to problems of marketing, the education of 
our fishermen along industrial lines, transportation and freight rates on 
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fish, and, generally, all other matters affecting the welfare of this impor- 
tant industry. The value of our fisheries today, despite our unrivalled 
natural advantages in this industry, is little if any greater than it was fifty 


years ago, and it is true to say that no class of our people has suffered more | 


heavily than our fishing people, or has accepted its reverses with greater 
patience. We are convinced that the appointment of such an official 
as we have named would be beneficial, and, accordingly, we propose to 
set aside the sum of Fifty Thousand Dollars as the initial annual 
expenditure for this purpose,.and for the other purposes referred to in 


this and the immediately preceding paragraph. 
SINKING FUNDS 


The amount paid into Sinking Funds or used for debt retirement 
during the last fiscal year was $379,171. The gross debenture debt 
of the Province at the end of the same fiscal year was $95,219,246. 


Following the report of Messrs. P. S. Ross and Sons, Provineial 
Auditors, made in 1934, which stated that until the Government could 
achieve a balanced budget, it would be wise to forego sinking fund provi- 
sions on new bond issues, the Government made no provision for sinking 
funds in respect of new loans from 1934 until 1987. Indeed, at no time 
in the history of the Province have the Provincial Sinking Funds been 
at all adequate. The total amount now in Sinking Funds is $6,371,682. 
It will be seen at a glance that this is an entirely inadequate amount 
for a funded debt of nearly $77,000,000, exclusive of Power Commisston 
borrowings and other self liquidating liabilities. 


GENERAL ADMINISTRATION 


—w— 


Generally speaking, the indemnities paid to members of the local ° 


Legislature, and the salaries paid to Provincial Ministers of the Crewn, 
are lower in the Maritime Provinces than in any other parts of Canada. 
Thus, the sessional indemnity of members of the Nova Scotia Legislature 
is $1,000 per year. Excluding the two other Maritime Provinces, this 
is the lowest indemnity in Canada. The scale of indemnity has been 
unchanged for twenty-five years. Sessions of the Legislature last nor- 
mally about two months, but the enlarged scope of Government activity 
in recent years involves heavy demands on the time and purses of the 
members of the Legislature throughout the year. The sessional indem- 
nity of members should be increased by at least fifty per cent. 


Salaries of Ministers are lower than the average for Canadian Prov- 
inces, and these, too, should be increased from the level at which they 
were fixed fifteen years ago. 
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Out of six Ministers holding portfolios in Nova Scotia three have 
no Deputies to assist them in their work, namely, the Minister of High- 
ways, the Minister of Agriculture, and the Minister of Health. This 
condition is unfair, both to the Ministers themselves, and to the people 
of Nova Scotia, and it should not be allowed to continue. 


The Province has a Superannuation Act, making provision for a 
fund to which Provincial employees and the Government shall contribute 
in equal parts. The Government has not been able to bring this Act 
into proper operation, due to the condition of Provincial finances. It 
should immediately, however, begin to set aside yearly a proper propor- 
tion of its revenues for the purpose. 


It is estimated that the items just referred to would involve an 
additional expenditure of at least One Hundred Thousand Dollars. 


PROVINCE OF NOVA SCOTIA 
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